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NATIONAL HOME 
MORTGAGES ARE 
SOUND LONG-TERM 


ivestments........ HERE'S WHY! 











National homes have been designed by one of the country’s 
best known architects, Charles M. Goodman, A.I.A. They have 
been color-styled by Beatrice West, nationally recognized 
authority on color and decoration. 


There are 32 basic floor plans and over 100 exterior elevations 
in the 1955 line—ranging from $6,000 to $40,000, with a wide 
variety of styles in every price bracket. 


‘Only “brand-name” materials and equipment are used throughout 
—for example, No. 1 kiln dried West Coast Douglas Fir. 


Materials and construction have been tested by the U.S. Forest 
Products Laboratory; Purdue University School of Civil 
Engineering; and have been approved by Building Officials 
Conference of America; Pacific Coast Building Officials Conference; 
Southern Building Code Congress; New York State Building 

Code Commission, and others. 


Our $6,000 houses are manufactured in exactly the same manner 
and with the same high quality materials as our $40,000 houses. 
The price range is due to differences in designs and sizes. 
\ 
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Factory production is not only a more economical way— 
it is a better way. 


/ National Homes builder-dealers are carefully selected. Their 
credit is carefully investigated. 


Nearly 60% of the building of a National is done on the site by 


local labor. 


[ y 70,000 families now own National homes. 


‘ 


‘ All National homes are eligible for FHA and VA insured mortgage 
loans under the latest Structural Engineering Bulletin. 
They are equally acceptable for other forms of financing. 





Inquiries are invited from financial institutions that may be 
seeking a continuous source of dependable long-term investments. 
Write: National Homes Corporation, Lafayette, Indiana. 
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ONE OUT OF EVERY 48 HOMES BEING BUILT 
IN AMERICA TODAY IS A NATIONAL HOME! 
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1955 MBA Calendar 


February 24-25—-Midwestern Mort- 
gage Conference, Conrad Hilton Ho- 
tel, Chicago. 

March 28-29—Southwestern Mort- 
gage Clinic, The Mayo, Tulsa. 

March 31-April 1—Southern Mort- 
gage Clinic, The Dinkler-Tutwiler, 
Birmingham. 

May 2-3—Eastern Mortgage Con- 
ference, Hotel Commodore, New 
York. 

June 19-25—School of Mortgage 
Banking, Courses I and II, North- 
western University, Chicago. 

June 19-22 — Educational Seminar 
for Educators, University of Michi- 
gan, Ann Arbor. 

July 31-August 6—School of Mort- 
gage Banking, Course I, Stanford 
University, Stanford, Calif. 

October 31-November 3—42nd An- 
nual Convention, Statler Hotel and 
Biltmore Hotel, Los Angeles. 


>> 1954 RECORD: A new record of 
struction activity in 1954 when out- 
lays exceeded the 1953 peak in each 
of the 12 months. 

Total value of new work put in 
place was 5 per cent above the 1953 
figure, and made 1954 the eighth con- 
secutive year in which construction 
activity reached a new high. 

Outlays for new private construc- 
tion ($25.7 billion) were up by 8 per 
cent from 1953, topping the level for 
all previous years, even after adjust- 
ment for price changes. Public spend- 
ing, at $11.5 billion, was virtually the 
same as a year earlier. 

Major part of the increase from 
1953 in total dollar outlays occurred 
during the second half of the year. 
Largely responsible for this was the 
unusually high volume of private 
dwellings started last fall, which re- 
flected increased supplies of funds for 
mortgage investment, as well as the 
liberalized mortgage loan provisions 
of the Housing Act of 1954. 

For 1954 as a whole, the value of 
work put in place on new private 
non-farm housing totaled over $12 
billion, also an all-time high. This 
compares with $10.6 billion in 1953. 
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ARE GOOD 


Ever-popular CORONADO 
is available with two or three bed- 
rooms. Five distinctive architectural 


treatments are 











Luxurious CATALINA 


is a big, three bedroom home for the 
quality market. It comes with either one 
or two baths, has a large kitchen . . . 
20-foot living room. 


heres how United States Steel 





We feel that the best way to protect your in- 
vestment in homes that we manufacture is to be 
sure that every United States Steel Homes Dealer 
is a sound businessman and in good financial 
condition, that his homes are well built and well 
designed. Here’s what we do to help insure his 


SUCCESS: 


Dealer selection. We start out by 
choosing only those firms that have proven 
through experience that they know the housing 
business and know their local market. Every 
dealer is an established Jocal builder with a 
good reputation. 


Planning assistance. Our service 
to him begins when his planning begins. Our 
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experienced engineering department is always 
available to help him lay out his property to 
assure him, and you, that his development will 
be as attractive as possible, that it will meet all 
building and zoning requirements, that his land 
costs will be realistic. 


Good Homes. we give the dealer a 
variety of attractive homes to please a wide 
range of buyer tastes and incomes. He can 
easily tailor his developments to the local mar- 
ket. He can vary his architectural treatments to 
add interest and sales value. He can use scien- 
tific color styling by Howard Ketcham to add to 
the charm, individuality, and eye appeal of 
every home he builds. Remember, too, all his 
homes are designed and manufactured for use 
in FHA and VA insured mortgage properties. 





MORTGAGE INVESTMENTS... 






) Low-cost CHAMPION 

|- is the ideal economy home. Its construc- 

1 tion features the same controlled high- 
quality workmanship as other products 
of United States Steel Homes. 

ede) 


Glamorous WESTERNER 
features built-in bookcases, desk, and 
vanity. Third bedroom is a dual-pur- 
pose den/sleeping room. Like all prod- 
ucts of United States Steel Homes, the 
Westerner is color styled by Howard 
Ketcham for extra sales appeal. 


Homes protects your investment 


Warranty. United States Steel Homes Advertising and Promotion. 
warrants all the products it manufactures for Full color advertising in national magazines, 
| one full year against any defect in workman- network TV commercials, advertising in local 
ship or materials. This protects the mortgagor, newspapers, and exciting merchandising pro- 
protects the dealer, and it protects you. motions assure you of a ready market for these 


quality homes, now, and in the future. 


WRITE FOR COMPLETE INFORMATION. 


SEE THE UNITED STATES STEEL HOUR. It’s a full-hour TV program presented every 
l other week by United States Steel. Consult your local newspaper for time and station. 


Coronado,” “Westerner,” “Catalina,” and “Champion” — trade-marks of United States Stee! Homes, inc 


hited States Steel Homes, Ine. 


; GENERAL OFFICES: NEW ALBANY, Sein 


sussipaRkY oF DH NITED STATES STEEL corporation 
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PROTECTION 


Licensed to do business in the following states: 


rkansas ¢ Florida e Georgia e Indiana e Kansas « 
Louisiana ¢ Mississippi e Missouri e Nebraska « 
Oklahoma e Tennessee ¢ Texas ¢ Illinois (certain 
counties ) 


TITLE INSURANCE CORPORATION 810 Chestnut | MAin 1-0813 
of St. Louis, MeCune Gill, President 10 South Central PArkview 7-813! 
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—IS YOURS FREE 


A Timely Story of the 
NEW FLORIDA 


FOR THE ASKING! 


FPBSVeseeeseeaesaa 
flonnnaesaases 
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You'll be interested in reading this 
latest book about Florida by Allen 
Morris, our state’s leading economic 
and political commentator. 


Read this complete up-to-the-minute 
story of Florida’s three-way expan- 
sion program now under way. Learn 
how the State of Florida is forging 
ahead economically, industrially and 
agriculturally. 


HERE ARE SOME BASIC REASONS 


why this new Florida offers increasing 
opportunity for safe and profitable in- 
vestment in mortgage loans of all types: 


® Recent new industries have added 
one billion dollars to Florida's manu- 
facturing product. 


© 9,000 new residents are now stream- 
ing into Florida each month. 


© A growing network of air lines and 
ten strategic seaports give readier 
access to world markets. 


© Miami International Aircraft Main- 
tenance Base employing 17,000 is 
world's largest. 

© Frozen citrus concentrates—the "Cin- 
derella Crop" has industrialized and 
stabilized Florida's 221.2 million bushel 
citrus crop. 

© Florida's new garment industry has a 
$10 million annual retail value. 





Our organization is proud to be an integral part of this new Florida. : 

Our seven offices serve 134 growing Florida communities and handle e Production of beef has more than 

real estate financing of all types. doubled in Florida in last ten years. 

© Fast growing pulp processing plants 

in Florida now represent $400 million 
investment. 









TOCKTON, WHATLEY, DAVIN & COMPANY 
S ’ ’ ¥ Stockton, Whatley, Davin & Company 
7 100 W. Bay St., Jacksonville, Florida 
z 
PENSACOLA TALLAHASSEE JACKSONVILLE ' Send my free copy of Allen Morris’ book 
"Fabulous Florida’ without obligation: 
z 
ORLANDO a eee ares 
& 
5 Name of Firm 
ST. PETERSBURG MIAMI ' 
P.O. Address _— 
bi? ’ 
ices h he o ——— ‘ cae e Pee £9 
yd el KEY WEST ies emacs 
| 
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1954, a record breaking year 


During 1954, our mortgage sales of VA and FHA 
loans exceeded all previous records because our 
established policy of “highest yields from qual- 


ity merchandise" continued to bring 


4.55% 


average net yield for firm offerings on our current 
30-year VA loans (assuming pre-payment in 10 
years). For institutions requiring even higher 
yields . . . we offer "stand-by" deals at a 1%, 
non-refundable fee. These are quality loans in 


good locations. 


You are invited to call or wire collect for 
our latest offerings. If you prefer, one of 


our officers will be pleased to call on you. 


STALFORD MORTGAGE CoO. 


589 CENTRAL AVE., EAST ORANGE, NEW JERSEY 
Phone ORange 6-1500 
Western Office: 


448 S. CANON DRIVE, BEVERLY HILLS, CALIFORNIA 
Phone BRadshaw 2-8411 * CRestview 4-7311 











a P&H Home a 


better investment? 
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...because it’s a Harnischfeger Home 





3 oan people understand stability. That is why 
P & H Homes—prefabricated only by the 
Harnischfeger Corporation—are becoming preferred 
sources of home loan investments. Lenders know and 
value the sound reputation that Harnischfeger has built 
in 70 years of manufacturing construction and materials 
handling equipment—and in 20 years of home fabricating. 

They know this reputation for quality craftsman- 
ship and popular design means more value for the buyer, 
and a better investment for them. And they know the 
fine record that P & H Homes have on resale value. 

The builders of P & H Homes are generally the 
most efficient and successful in their communities—the 
popular designs, high construction standards, and cost- 
cutting erection methods almost assure it. The speedy 
erection of P & H Homes is an advantage to the lender as 
well as to the builder. He can make shorter-term com- 
mitments for loan purchases; capital turns over faster. 





With P & H Homes, the package prices and sales 
prices are established, so evaluations are less of a prob- 
lem. Processing is standardized and faster, so the lender’s 
servicing overhead is lower. 

Tap this source of sound, profitable loans. 
Write for the name of the P & H Home builder 
in your area today. 


- 


HARNISCHFEGER 


62 Spring St., Port Washington, Wisconsin 
Phone Port Washington 611 


a 


OVERHEAD CRANES 





monsTs SON STABILIZERS WELO! G EQu.PMENT 
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TITLES INSURED THROUGHOUT 43 STATES 


NATIONAL TITLE DIVISION OFFICES 


Chicago New York 

BRANCH OFFICES IN; 
Akron, O. Deyton, O. Pontiac, Mich. 
Atlante, Ga Decatur, Ga Richmond, Va. 
Auguste, Ga Detroit, Mich. Roanoke; Va 
Birmingham, Alo. Freehold, N. J. Sevanneh, Ga. 
Camden, N. J Miami, Fla. Springfield, i. 
Cincinnati, O Newerk, N. J. Washington, D. C 
Cleveland, O New Orleans, La. White Plains, N. Y 
Columbus, Ga Newport News, Va. Wilmington, Del. 
Columbus, O New York, N. Y Winston-Salem, N. C 
Dellas, Tex. Norfolk, Va. Winter Haven, Flo. 

Pittsburgh, Po. 


REPRESENTED BY LOCAL TITLE COMPANIES 


“The great bulk of loans originated for 
investment offerings are covered by title 
insurance. 

“You will be well advised to insist 
upon title insurance whenever and wherever 
it is available and thus to assure yourselves 
that the borrower is in fact the owner of 
the security and the mortgage offered you 
is a valid and enforceable first lien. 

“Should either of these essentials be 
assailed while your debt remains unpaid, or 





even after you have acquired or sold the 
security, the burden of defense and indem- 
nity is cast upon the title insurer.” 

To investors in mortgage loans, title 
insurance policies say: ““You are protected 


IN MORE THAN 175 OTHER CITIES 
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against financial losses which may be caused 
by mistakes made in abstracting and exami- 
ning titles and in preparing legal papers 
affecting title. You are also protected against 
losses caused by concealed title defects, such 
as forged deeds and releases. Moreover, 
should anyone ever question the titles to the 
properties securing your loans, the insurance 
company will defend, without any cost to 
you, all legal actions or proceedings against 
you which allege the titles to be other than 
as insured.” 





Any mortgage is a safer and therefore a better 
mortgage when the title is insured. 


awyers |fitle 


Titstieali een G8) poration 





Worlgage Banker 


THE VHMCP 


The “most important mortgage development since FHA” 


is underway and its success will mean that even the 


smallest community will not suffer from lack of funds 


HE real purpose of the Voluntary 

Home Mortgage Credit Program 
is to try to eliminate the need for 
government support of mortgage 
markets as evidenced by FNMA, to 
forestall or mini- 
mize direct gov- 
ernment lending, 
and to assure the 
availability of 
mortgage credit 
on an economi- 
cally sound basis 
in small commu- 
nities throughout 
the country, in 
remote areas, and 
to minority groups. The measure by 
which the program succeeds may well 
determine the extent to which the 
government backs off and out of the 
direct mortgage lending business cur- 
rently operating at somewhere be- 
tween $100 million and $150 million 
a year. 





Robert M. Morgan 


Those who proposed the legislation 
had in mind that what has happened 
in the farm lending field might well 
take place in the residential lending 
field if the intrusion of direct lending 
by the government is not brought to 
a halt at some point. 

The importance of attacking the 
problem now is that it is still within 
limits and of such size that it can be 
handled by private lending; later it 
may be more difficult because the di- 
rect lending may become too far ad- 
vanced and too large. 

The Voluntary Home Mortgage 
Credit Program derived its legislative 
authority from Title VI of the Hous- 
ing Act of 1954 which provided for 
the establishment of a National Com- 
mittee and various regional subcom- 
mittees with two members of each 
section of the industry: life insurance 
companies, savings banks, commercial 
banks, savings and loan associations, 
mortgage companies, home builders, 


By ROBERT M. MORGAN 


and real estate boards, nominated by 
their respective trade organizations. 

It is a super trade organization deal. 

The committee operates under the 
Administrator of the Housing and 
Home Finance Agency and has ad- 
visory members from the Federal Re- 
serve System, the Veterans Adminis- 
tration, the FHA, and the Home 
Loan Bank Board. The costs of op- 
eration are largely borne by the 
federal government, but the various 
committee members’ time is contrib- 
uted gratis. 

The law provides that it shall be 
the function of the committee to 
facilitate the flow of funds for resi- 
dential mortgage loans into areas or 
communities where there may be a 
shortage of local capital for, or in- 
adequate facilities for, access to such 
loans, wherever consistent with sound 
underwriting principles. 

No funds for loans themselves are 
provided under the program. There 


The best minds in the mortgage field—and Mr. Morgan is certainly one 


of them—have emphasized time and time again that the VHMCP offers a 


challenge such as mortgage lending has not encountered before. It originated with 


private enterprise; government accepted the proposal ; now it’s private 


enterprise’s job to deliver. That private enterprise is entering this new venture 


with every determination to succeed is plain. Mr. Morgan is one of the representatives of the 


mutual savings banks in the program and is a regional vice president of MBA. He is vice president and 


treasurer of The Boston Five Cents Savings Bank. 
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will be no loans made by either the 
national or the regional committees. 
The program is not designed to in- 
crease the over-all supply of mort- 
gage credit, nor is it expected to pro- 
vide an avenue of liquidity for all 
mortgages, or to make more mort- 
gage money available in areas where 
the supply generally is adequate but 
a shortage exists due to a temporary 
market situation. 

Conventional loans are not within 
the framework of the program. The 
plan includes only VA and FHA 
residential loans. 

The legislation covering this matter 
became law early in August. The na- 
tional and regional committees have 
all been appointed. Regional offices 
are in the process of being established 
and personnel has been largely re- 
cruited. The local committees are 
defining exact areas in which they 
will function, and actual operations 
have begun. 

The program is designed to facili- 
tate the flow of mortgage funds for 
government-insured and guaranteed 


loans made by private financing in- 
stitutions to people living in remote 
areas and small communities and to 
minority groups. To the extent that 
the existing network of private financ- 
ing institutions in the mortgage mar- 
ket does not facilitate a flow of such 
funds, the program is designed to 
meet the problem. 

It is based on the philosophy that 
private financing institutions can, if 
organized, handle the problem with- 
out need for more direct government 
assistance. 

The “small community” or the 
“remote area” to which in part the 
program is addressed is in general an 
area of less than 25,000 population, 
not in a metropolitan area and not in 
states having adequate mortgage fa- 
cilities or supply of credit. The final 
criterion is a sufficiency or insuffi- 
ciency of facilities actively engaged 
in making residential loans, insured 
by FHA, guaranteed by VA, and the 
availability of such insured credit in 
the exact community or area. 

The member of the “minority 


group” to which the program applies 
is the borrower, regardless of race, 
creed or color, who, though qualify- 
ing for FHA and/or a VA loan, does 
not find credit generally available to 
him to the same extent and under 
the same terms as are generally avail- 
able to others in the same locality. 
With respect to such an individual, 
there is no limitation of small com- 
munity or remote area. 

How is this thing supposed to 
work? That can best be explained by 
VHMCP’s background statement: 

“A person seeking a Federal Hous- 
ing Administration-insured or Veter- 
ans’ Administration-guaranteed mort- 
gage loan to finance the purchase or 
construction of a home, may request 
assistance from a regional subcom- 
mittee in locating a lender who is 
interested in entering into negotia- 
tions with the applicant with the ob- 
jective of making the loan. The 
application for such assistance will 
have to be accompanied by a certifi- 
cation from the applicant that he has 
been refused the type of loan re- 





>> WHAT IT IS: The Voluntary 
Home Mortgage Credit Program 
was established to help make mort- 
gage money available for loans 
insured by FHA or guaranteed by 
VA in small communities and re- 
mote areas, and for minority 
groups generally. People living in 
such areas and members of minor- 
ity groups who want to buy or 
build a home, and cannot obtain 
an FHA-insured VA-guaran- 
teed loan, may ask for help under 
this Program to find lenders who 
are willing to make these types of 
loans to them. The Program acts 
as a clearing house, endeavoring to 
bring together eligible borrowers 
and willing lenders. 


or 


This new Program is sponsored 


by private lending institutions. 
The Program rests upon two prin- 
ciples: first, that the funds for 


making government-insured home 
mortgages should be available in 
small communities and remote 
areas, and for minority groups; 





WHAT VHMCP IS AND HOW IT WILL FUNCTION 


and second, that it is the responsi- 
bility of private financing institu- 
tions to provide the funds for mak- 
ing such loans. To the extent that 
the Program is successful in achiev- 
ing these two objectives, it will re- 
move the need in the future for 
the Congress to authorize the use 
of public funds for the making of 
direct loans to veterans by the VA 
and for the purchase of designated 
types of loans under special au- 
thority by FNMA. 

>> HOW IT IS ORGANIZED: 
General supervision of the Pro- 
gram and the establishment of 
operating policies are the responsi- 
bility of the National Voluntary 
Mortgage Credit Extension Com- 
mittee. This Committee consists 
of the Housing and Home Finance 
Administrator, as Chairman, and 
14 other persons appointed by the 
Administrator from various types 
of financing institutions, builders 
of residential properties and real 
estate boards. The Program oper- 


ates through 16 Regional Commit- 
tees whose membership is similar 
to the National Committee’s. All 
Committee members serve on a 
voluntary basis. A small staff, 
headed by an Executive Secretary, 
serves the National Committee 
and each of the Regional Commit- 
tees. 

>> WHERE IT OPERATES: The 
assistance provided by the Pro- 
gram is available only in those 
areas designated by the Regional 
Committees, except that members 
of minority groups in any area be- 
come eligible for assistance if they 
are unable to obtain home loans 
under the same terms and condi- 
tions as are generally available to 
others in the same locality. 

In designating areas, the Regional 
Committees select (1) areas which 
have already been designated as 
eligible for direct loans to veterans 
by the VA, and (2) other cities in 
the region which had a 1950 popu- 
lation of less than 25,000 and 

(Next page) 
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quested by two specified local lending 
institutions. 

“Local builders also may apply for 
aid in locating sources of FHA-in- 
sured and VA-guaranteed financing 
for homes to be built in areas where 
the supply of such funds is insuffi- 
cient. Furthermore, local lenders may 
ask for assistance in locating other 
lenders who might purchase FHA- 
insured and VA-guaranteed loans 
held by the local institutions. 

“Each application for assistance, 
containing sufficient relevant infor- 
mation for a lender to judge whether 
he would be interested in negotiating 
toward making the loan, then would 
be circulated by the regional sub- 
committee, first, to other local lenders 
who had indicated a willingness to 
make FHA-insured and VA-guaran- 
teed loans; and second to other lend- 
ers in the region and outside the 
region who had indicated a willing- 
ness to make such loans in the lo- 
cality. 

“Thus, the first opportunity to 
make the loans resulting from appli- 


cations under this program will go to 
local lenders. In the event that local 
funds for making FHA-insured or 
VA-guaranteed loans are found to be 
inadequate, loan applications will be 
referred to nonlocal lenders by the 
regional subcommittees. 

“In areas where an inflow of non- 
local mortgage capital is needed to 
make FHA-insured and VA-guaran- 
teed loans, the successful inducement 
of private enterprise to fulfill this 
need will forestall the expansion of 
government mortgage lending activi- 
ties to meet the problem.” 

It should be clearly understood 
that the individual lending institu- 
tions participating in the program 
must be left entirely free to interpret 
what is meant by sound lending prin- 
ciples. It is not contemplated in any 
way that the National Committee or 
the regional subcommittees of the 
program would prescribe what is 
meant by sound lending principles. It 
is understood that the program is not 
designed to provide mortgage credit 
under the maximum terms permitted 


by law for FHA and VA loans in all 
cases. 

The local participating institutions 
will be given the first opportunity to 
review the applications. In connec- 
tion with applications for commit- 
ments to builders for such loans and 
to complete loans, each institution 
must be permitted to apply its own 
credit blank, its own standards of 
construction, its own loan to value 
and amortization standards. These 
standards will, of course, change from 
time to time, will vary as between 
different lenders and in different geo- 
graphical areas. It will be up to the 
regional committees to do their best 
to find a home for loans with the 
various lenders who have indicated 
their willingness to comply with the 
program. 

It is perfectly apparent right at 
the start that the program will have 
the assistance and the cooperation 
of the Veterans Administration. In 
the first go around, the applications 
which are now coming to the VA for 

(Continued on page 38) 





which do not have adequate active 
lending facilities for making FHA- 
insured and VA-guaranteed mort- 
gages. Justifiable exceptions to the 
latter rules are permissible. Area 
designations are tentative and sub- 
ject to change as experience de- 
velops under the Program. 
>> THOSE ELIGIBLE FOR AS- 
SISTANCE: (1) Persons seeking 
FHA-insured or VA-guaranteed 
loans with which to buy or build 
homes in designated areas, but who 
are unable to obtain such loans; 
2) Members of minority groups 
in any locality who are unable to 
obtain FHA-insured or VA-guar- 
anteed home loans under the same 
terms and conditions as are gener- 
ally available to others in the same 
locality; (3) Builders seeking com- 
mitments for FHA-insured or VA- 
guaranteed loans to finance the 
sale of a number of houses they 
intend to build in a designated 
area or for members of a minority 
group; (4) Local lenders who are 
seeking assistance in finding mort- 
gage investment firms that are 
willing to purchase FHA-insured 





or VA-guaranteed loans to be orig- 
inated by them in designated areas 
or for minority groups. 
>> HOW APPLICANT PRO- 
CEEDS: Anyone wishing to apply 
under this Program will write or 
inquire at the Regional Committee 
Office having jurisdiction over the 
area in which the property to be 
financed is located and obtain the 
necessary forms. The forms for 
individuals seeking home loans for 
themselves are also available from 
local FHA and VA field offices. 
One form provides for a certifi- 
cation that the applicant has un- 
successfully applied for an FHA- 
insured or VA-guaranteed loan 
from at least two local or reason- 
ably accessible mortgage lenders. 
The second form is an assistance 
application which provides for a 
detailed description of the prop- 
erty and credit information about 
the applicant. Applicants must 
have a specific property in mind 
for purchase or construction be- 
fore applying for assistance. 
These two forms will be filled 
out by the applicant and returned 


to the Regional Committee. Bor- 
rowers are encouraged to consult 
local lenders, realtors, and builders 
to help them in filling out the 
forms. 

If the applicant is eligible for 
assistance, the Regional Commit- 
tee will circulate his application 
to lenders participating in the Pro- 
gram—first to local lenders and 
then, if necessary, to other lenders 
both within the region and outside. 
In the event that the first lender 
to whom an application is referred 
indicates that he is not interested 
in an application, the application 
would be referred to a second and, 
if necessary, to additional lenders 
until a lender is found who is will- 
ing to accept the application, or 
until it becomes apparent that the 
loan desired cannot be negotiated. 
>> WHO WILL MAKE THE 
LOANS: The Regional Commit- 
tees will not make loans. The loans 
will be made by financing institu- 
tions who have indicated their 
willingness to participate in the 
Program by having applications 
referred to them for consideration. 
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Our Flexible Monetary Policy 
HAS WORKED 


4s old as the nation itself 

are the recurrent controversies 
which plague every period that 
our monetary affairs are 
being badly managed. The 
present is no exception. Mr. Wilde 
makes a good case for what 
we have done in the 

recent past with our 

flexible monetary policy: the 
gains far outweigh the losses, 
and he gives full credit to the 
federal reserve for having 

the vision to properly 

gauge the influences at work 


and act accordingly. 


By FRAZAR B. WILDE 


President, Connecticut 
General Life Insurance Co. 


HE nation ought to view a flex- 

ible monetary policy as a prin- 
cipal instrument for contributing to 
our objectives of economic growth 
and high levels of employment with- 
out inflation. 

This does not mean that we should 
place sole reliance upon monetary 
policy. Any given situation will re- 
quire a complex of measures. But a 
flexible monetary policy is an impor- 
tant and especially valuable instru- 
ment in our kit of tools for at least 
three reasons: 
>> First, its timing is more flexible. 
This is especially true as compared 
with budget policy. I would certainly 
agree that budget policy should be 
an important part of any program 
for the prevention of inflation. But 
there are political and economic ob- 
stacles to reliance upon 
budget surpluses as a means of re- 
straining inflation. Monetary policy 
is the most sensitive and flexible 
instrument and I do not believe that 
an adequate anti-inflation program is 
possible without it. 


excessive 


>? Second, as compared with direct 
controls, or with selective measures, 
monetary policy has the merit of 
being a general, over-all, impersonal 
instrument. As a matter of fact, 
direct controls are not likely to be 
available except in war time, and 
would be an inferior instrument even 
if available. 

>> Third, I believe that our recent 
experience with a flexible, two-sided 
monetary policy has been promising 
and warrants continuation. 

The most important consequences 
of a flexible monetary policy are its 
effects upon the stability and growth 
of the economy. Monetary policy 
should not only attempt to counter 
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the short-term inflationary and de- 
flationary movements, but should 
gear the money supply to our long- 
run growth potential. I believe, there- 
fore, that the policy should be judged 
in terms of these important effects 
and not in terms of who gets or who 
pays higher or lower interest rates. 
As a matter of fact, it is exceedingly 
hard to trace the income distribution 
effects of a rise of interest rates and 
to make any judgment as to the desir- 
ability of the effects. There are sev- 
eral reasons for this. 

>> First, the initial payers or receiv- 
ers of interest are for the most part 
not the ultimate payers or receivers. 
The large financial institutions which 
receive interest represent millions of 
depositors and policyholders. On the 
other hand, the corporations and gov- 
ernments which pay interest repre- 
sent millions of customers and taxpay- 
ers. We do not know who ultimately 
receives or who pays. 

>> Second, the alternative to higher 
interest rates is not simply lower in- 
terest rates, but lower interest rates 
on a larger volume of credit. Interest 
rates are kept from rising when de- 
mand is active by an expansion of 
the volume of credit. It is not clear 
that financial institutions would earn 
more from higher rates than from 
lower rates on a larger volume. 

>»? Third, along with higher interest 
rates usually go losses on capital ac- 
counts, that is, the market prices of 
investments decline. The net effect 
of this would vary for different in- 
vestors. 

In general, the net distributional 
effects of higher or lower interest 
rates are so diffuse and uncertain that 
they could not be a major factor in 
deciding upon monetary policy. 


How has a flexible monetary policy 
worked? The first six months of 
1953 provide a spectacular illustra- 
tion combining both the techniques 
of debt management and the opera- 
tions of our central banking system. 

As many read the signs the econ- 
omy was giving definite evidence of 
boom in the closing months of 1952 
and early spring of 1953. The de- 
mand for funds for permanent capital 
and for inventory accumulation was 
sharply accelerated. Demand for res- 
idential and commercial mortgage 
funds, for municipal funds, and for 
consumer credit was pyramiding. The 
situation required the central bank- 
ing authorities to refrain from adding 
to the credit supply. Their duty was 
clear. If boom and bust was to be 
avoided or mitigated through bank- 
ing procedures, this was a time to let 
the borrowers compete for whatever 
credit was in existence, rather than 
to expand credit, no matter how vo- 
ciferous the demand. Some would 
have said that sharp restrictions of 
credit were in order. The authorities 
lived up to their responsibilities. They 
restrained expansion of the credit 

and, because the demand 
far greater than current resources, 
money and credit became scarce, and 
interest rates increased as a matter 
of course. 

During this period, in furtherance 
of sound debt management policy— 
namely to lengthen the debt—the 
Treasury offered a long-term obliga- 
tion. In order to assure the success 
of this issue, it was necessary because 
of market conditions to place a 3% 
per cent coupon on the bond. 

In April and May, and running 
into June, the demands for capital 
and credit increased. Potential bor- 
rowers tended to stampede the capital 
market and interest rates increased 
sharply. Many borrowers who really 
didn’t need funds at the moment 
sought money or credit lines immedi- 
ately, probably in expectation of high 
interest rates to come. A_psycholog- 
ical situation developed which was 
perhaps the more acute because the 
issue of a long-term bond coupled 
with a restraining monetary policy 
had not been encountered in the mar- 
ket place for many years. The Fed- 
eral Reserve quietly made bank re- 
serves more readily available in May, 
and the clear-cut realization by the 
market in June that monetary policy 


base was 





was not a one-way street—that it 
indeed was flexible— brought the 
stampede to a halt. 

The impact of this episode on pro- 


duction, trade and commerce was 
slight. There was enough money 
ta 





‘ep ‘ 

ROGRESS will not always 
be in a straight line. There must 
be periods when the growth will 
be above the line and some that 
will drop below. If we reduce the 
severity of these fluctuations and 
still march on the upward path, 
our country will make a major 
contribution to modern civiliza- 
tion. 


“The program necessary to ac- 
complish this goal will require 
continuous collaboration and the 
maximum cooperation between 
all groups in our country. No law 
or resolution a by congress 
can hope to do it. Sound fiscal, 
monetary and debt management 
policies, as well as a stimulating 
environment, must be included.” 


ee 


available for current use in trade and 
commerce and for the payment of 
construction bills. Some demands for 
future funds, it is true, were not met 
at the time. It was not imperative 
that they should be, and no serious 
damage resulted to the country as a 
whole. The postponement of new 
building because a commitment could 
not be obtained was not serious. A 
new housing development or a new 
factory was merely postponed. This 
was entirely proper in view of the 
high rate of building and the full 
utilization of men and materials at 
the time, and probably contributed 
to the mildness of the subsequent 
recession. 


The same observation could be 
made in respect to other sectors. Fur- 
ther inventory accumulation would 
have been detrimental to the econ- 
omy and would only have aggravated 
the later decline. 


Some strain developed in the mort- 
gage market in the spring of 1953. 
The situation was a complicated one. 
When over-all credit is restricted and 
money becomes scarce, those sectors 
of the investment area which are 
weakest will register the greatest diffi- 


culty. The mortgage area was weak 
for several reasons. A large volume 
of mortgages had been issued for 
several years. Institutions tend to op- 
erate portfolios under the theory of 
diversification. Many banks and in- 
surance companies had as many mort- 
gages in their portfolios as they 
wanted. They were anxious to bal- 
ance by buying more securities. The 
mortgages in many cases, because of 
small size and scattered locations with 
apparent greater credit risk and han- 
dling expense, were relatively unat- 
tractive as compared to bonds. The 
result was a shrinkage of prices for 
mortgages offered for sale and a re- 
duction in the commitments made for 
new mortgages. 


No great harm if any, resulted to 
the economy from deferring commit- 
ments. Any sound project, whether it 
was a new housing development or a 
new commercial enterprise, was sim- 
ply deferred and this was highly de- 
sirable in view of the full employment 
conditions in the building trade. In 
the case of housing already con- 
structed, where the builder wished to 
sell and found it difficult to arrange 
mortgage financing, there was a pos- 
sible loss. Either he didn’t make the 
sale immediately or he accepted a 
lower price. 

This was not as serious a situation 
as it sounds. It did not in most cases 
mean an actual loss, but merely a 
reduction in profit. So we’re back 
again to a basic situation; namely, 
that in a profit and loss economy 
there will be times of loss or reduced 
profits which we must accept if they 
are a result of a sound overall na- 
tional policy, namely, credit restric- 
tion to prevent an unhealthy boom. 


Viewed broadly, the operation of 
banking restraint in the early spring 
of 1953 is a good illustration of sound 
policy in the money and credit field 
and not, as the critics claim, a mis- 
use of it. 


During such a period, when re- 
straint had to be and was exercised, 
it is to be expected that some admin- 
istrative mistakes would be made. 
With the benefit of hindsight some 
things would be done differently. Cer- 
tain isolated instances might be dis- 
covered where there was actual eco- 
nomic damage, but the total of these 
individual cases of damage would 
bulk very small in the whole economy. 
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we 
protect 
the 

banker's 


stake 


wr" financing a project, or considering 

a realty loan, the banker must find the 
answers to many questions, based on surveys, fac- 
tual data and plain common sense. Supplying 
many of these answers is a major part of the routine 


service of T G & T. 


For more than seventy years T G & T has safe- 
guarded the property investments of banking 
institutions through sound title insurance. Now, 
expanded to eleven efficiently staffed offices, we 
are in a better-than-ever position to provide such 
protection—plus a service unique in the scope of 
its facilities backed by years of experience and 


substantial resources. 


TITLE GUARANTEE 
ag and Trust Company 


MAIN OFFICE: 176 BROADWAY,N.Y.38 + WOrth 4- 1000 


TITLE INSURANCE THROUGHOUT NEW YORK, 


NEW JERSEY, CONNECTICUT, MASSACHUSETTS, MAINE AND VERMONT 


Reinsurance facilities available through primary 
title insurers in many other states 
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Even over-all, non-selective restraints 
are not perfectly uniform in their 
impact; it cannot be otherwise. But, 
over-all restraints are much better 
than any attempt to use selective 
credit restrictions in time of peace. 
Under the latter practice very great 
mistakes are almost inevitable and 
large elements of inequity develop. 


This experience teaches something 
which has been known for some time, 
namely, the need of constant efforts 
to improve the market for govern- 
ment bonds. The government debt is 
very large and will continue to be of 
great magnitude. The capacity of the 
market mechanism to handle a large 
volume of longer term issues needs 
improvement so that more orderly 
markets may prevail in periods of 
strain. But this must not be done at 
the expense of eliminating price fluc- 
tuations which are vital to the success 
of any flexible monetary policy. 

People have said that the federal 
reserve should have publicized its 
intention to reverse a tight money 
policy if conditions indicated the wis- 
dom of reversal. It is a fact that in 
May and June such a reversal was 
under way, but no categorical public 
statement to this effect was made. | 
think it is important that the basic 
objectives and instruments of federal 
reserve policy be generally under- 
stood. But, publicity for day-to-day 
changes of direction seems to me a 
rather debatable proposition. At any 
given time actions speak louder than 
words. For the federal reserve to dis- 
cuss fully its actions and the reasons 
for them at the time they are taking 
place is certainly debatable, and it 
may be undesirable. 

This much is certain—the federal 
reserve is entitled to great commenda- 
tion for what it did. It identified 
changes in the situation in May and 
had the moral courage te act in ac- 
cordance with the changed evidence. 


Belief in the desirability of a flex- 
ible monetary policy is, to my mind, 
necessarily allied to the belief that 
inflation is one of the great menaces 
to any modern society. The wicked- 
ness of inflation is in its gross inequity. 
The great majority of people, and 
those least able to protect themselves, 
are the great sufferers in periods of 
inflation — people who have saved, 
people on salaries, working people in 
the majority of instances—despite the 





fact that certain union groups seem 
strong enough at times to keep their 
wages in line with the depreciated 
buying power of the dollar. 

The impact of inflation in the pe- 
riod running from the end of the 
war until 1953 was not felt as acutely 
as the depreciation in the value of 
the dollar would indicate. This was 
due to a high rate of employment 
and to multiple breadwinners in the 
family and other factors such as over- 
time; but, even with these advantages, 
there was great distress among mil- 
lions of workers and people who were 
retired and on pensions. 

We expect in this country an in- 
creasing group of older citizens en- 
joying their retirement through in- 
come arising partly out of government 
social insurance, partly out of private 
insurance, and partly out of their own 
thrift. Their standard of living will 
be jeopardized if we accept either the 
idea that inflation is not a bad thing 
or that we cannot control it. 

The fact that monetary policy 
standing alone would be unable to 
cope with inflation is no reason for 
abandoning it. Courageous use of 


monetary Measures is one of the most 
effective policies in the fight against 
inflation. Of course, fiscal policy, debt 
management, and growth of produc- 
tion are all factors which must be 
included in our attempts to conduct 
a successful, free society. 

Congress, reflecting the ambition of 
our country for constant progress, has 
expressed its viewpoint in the Em- 
ployment Act of 1946. The federal 
reserve, along with other agencies of 
the government, is expected to make 
its contribution to the objectives of 
this Act. No central bank, no matter 
how long its experience nor how 
wisely executed its responsibilities, 
could carry out this directive in the 
sense in which some interpret it. The 
idea that at all times—every week, 
every month, and every year—we 
could have full employment of all the 
citizens in this country who might 
under any conditions wish to be em- 
ployed is a concept of Utopia. No 
free society could ever hope to attain 
it and the Congress itself, as the de- 
bate shows and as the Act’s statement 
of policy shows, did not expect it. 
This country can have, within the 


framework of a free, competitive, 
capitalistic society, a dynamic and 
ever-growing standard of living to- 
gether with high employment—and 
certainly without serious unemploy- 
ment. Most of us believe that we can 
do this and at the same time respect 
the individual and his freedom so 
that we can say that while we make 
material progress we are still a free 
society. 

Progress will not always be in a 
straight line. There must be periods 
when the growth will be above the 
line, and some that will drop below. 
If we reduce the severity of these 
fluctuations and still march on the 
upward path, our country will make 
a major contribution to modern civili- 
zation. 

The program necessary to accom- 
plish this goal will require continuous 
collaboration and the maximum of 
cooperation between all groups in our 
country. No one law or resolution 
passed by the Congress can hope to 
do it. Sound fiscal, monetary and debt 
management policies, as well as a 
stimulating environment, must be in- 


cluded. 


=. nen q 
A mortgage on an Irland Home 


...is a sound, long term investment 


JUST COMPARE THESE .- 
FINE QUALITY FEATURES - 
® Distinctive Designs : 

© Finest Engineering - 

* Conventional Type : 











Construction 


* Highest Quality Materials 
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® Precision Manufacturing - 
© Beautiful Exteriors - 

© Well Planned Interiors 
© Large Rooms --: 

* Large Storage Room 
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© Oversized Wardrobes 
© Aluminum Double -- 
Hung Windows - 
© Large Picture or 
Panorama Window 
¢ Aluminum Double 
Foil Insulation 
@ Insulated Sheathing 


Spacious 42x24’ four bedroom home 





© Hardwood Floors 

© Birch Flush Doors 

e Extra Wall Space for 
Furniture Arrangement 

*@ Mechanical Folding Door 

® Large Dining Space in Kitchen 
© Window over Kitchen Sink 

* Youngstown Kitchen Cabinets 
© Formica Counter Tops— 
Stainless Steel Trim 

® Quality Hardware—Complete 
© Gypsum Drywall Interior 
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This 4 bedroom home like all of the 
many Inland Homes designs is economi- 
cal, efficient, distinctive and built for 
years and years of use. The model shown 
provides 250 sq. feet of floor space for 
the Kitchen—dining room (or 4th bed- 
room). Over 1000 square feet makes all 
areas large and liveable. A non-basement 


CORPORATION 


house, yet ample storage space is 
provided. 

We invite you to visit our factory or 
one of our homes and see for yourself 
how quality, skill and efficiency have 
been combined in Inland Home con- 
struction to give the owner such out- 
standing home values. 


p 
& ene 501 Coll St. P. O. Box 915 
: | eg I. oa iq Aft: 2 —= ieemtne, Dhie, Phone 3880 
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A Time For Optimism 


For the mortgage lender, the new year is opening under highly favorable 


circumstances. And it’s considerably more than just the beginning of another year: it’s 


more accurately expressed as the start of a new era in mortgage lending—a period ushering in the 


easiest terms ever offered in purchasing real estate. A good case can be built for all this 


optimism: but, as Mr. Jones says, it is also a time for caution, a time to face up to the 


growing tendency to sell terms rather than value, a time to do the borrower a good turn 


by not encouraging him to get in deeper than he should, a time to ignore short-term advantage for 


long-term stability. Mr. Jones spoke at the ABA’s National Credit Conference. He’s 


a regional vice president of MBA and president of ABA savings and mortgage division. 


HE great bulk of economists 

and forecasters say that 1955, or 
at least the first half, will be a very 
strong year for real estate. They cite 
various reasons to support their think- 
ing, including the 
theory of the pro- 
gressive expansion 
of our 
the probability of 
action by the fed- 
eral reserve board 
to prevent any 
decline in 


economy, 





steep 
values, the still 
Joseph R. Jones pent-up demands 


from restrictions 
during war periods, the continuation 
of the increase of savings and the 
increase of disposable income. Others 
are more earthy in their reasoning. 
They say that the construction in- 
dustry is the number one support of 
our economy; and, therefore, it must 
be maintained at a high level at any 
cost, even if we must expand credit 
still further to accomplish it. 

We have gone a long way on the 
path of easy credit in regard to real 
estate. To look back to the 1930"s, 
with their 50 per cent loans, and 
compare them with today’s available 
credit, is quite an astounding experi- 
ence. We now have 95 per cent 
FHA loans for thirty years, up to 
$9,000 valuation of property for any 
citizen, and up to $18,000 for a serv- 
iceman. We have 100 per cent GI 
loans for thirty years for veterans, 
and in some areas even the costs are 
added to the purchase price and in- 


When the 1954 
under discussion, 
given to 


cluded in the loan. 
Housing Act was 
serious consideration 
forty-year maturities. 

A long-term loan is not necessarily 
an improper credit vehicle. Some of 
those who have just come out of the 
service must have such a loan to be 
able to acquire a home. There are 
others who must have fairly long 
term credit. Home ownership in it- 
self is extremely desirable because it 
anchors the citizen to the community 
and is the best possible device to 
prevent the spread of “isms” in our 
economy. For this reason, we must 
lend all proper assistance to provide 
sound credit to those who wish homes 
and are in a position to acquire them. 

But it does not follow that maxi- 
mum loan terms should be expected 
or used by every one. We can de- 
plore the tendency, which seems to 
be growing, to sell terms instead of 
value. This is true not only in real 
estate lending but consumer credit 
as well. Buyers have been educated 
to ask only two questions: How 
much is the down-payment? How 
much are the monthly installments? 
Few point out to the borrower the 
terrific cost that he pays for a long 
term loan. The total interest paid on 
a $10,000, twenty-year GI loan is 
$5,192, whereas the interest paid on 
a thirty-year loan is $8,252. By in- 
creasing the monthly payment $12.60, 
which is required by the shorter term 
loan, the borrower saves $3,060 in 
the cost of his house. Every bor- 
rower should be told of the price he 


was 
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pays for long term credit. He should 
be encouraged not to insist upon 
maximum terms but to use the small- 
est loan and the shortest term loan 
that will serve his needs and, thus, 
save as much as he can in the cost 
of his home. 

I have heard some of the best- 
informed mortgage men in the coun- 
try say that the price of housing 
increased in exact proportion to the 
easing of credit. One is certain that 
when the VA guaranty was increased 
from $2,000 to $4,000, the price of 
the average house increased $2,000 
within a matter of months. He thinks 
also that it took but a short time for 
values to increase an additional 
$3,500 when the guaranty was in- 
creased to $7,500. This may be 
somewhat of an exaggeration, but 
prices did increase at least that much 
during the period of time to which 
this man refers. Easy credit invari- 
ably creates more buyers; and unless 
some means is devised to destroy the 
law of supply and demand, more 
buyers invariably mean higher prices. 

With this background, let us look 
at the mortgage picture as of the 
beginning of 1955. We have the 
easiest credit ever known in_ this 
country. We have the highest prices, 
except possibly for 1946. We are 
still building new homes at an ex- 
tremely high rate— and some say 
faster than is needed. A _ million 
units which we have built each year 
since 1950 are sufficient to house 3 
million to 3% million people—and 
that is more than our population has 





and a Time for 


increased each year. Predictions now 
are being made by important people 
in industry and government that we 
may attain a rate of new construc- 
tion up to 1% million units per year. 
New house construction at this level 
now has become one of the most 
important industries in our country. 
It not only employs millions directly, 
but supports many allied industries. 

Can we and should we continue to 
ease credit to maintain this very high 
level of activity in the construction 
field and the other industries which 
it supports? An old adage defines a 
conservative as one who skeptically 
watches increases until he is con- 
vinced that they have become per- 
manent, and then rushes in at the 
peak of activity to join the move- 
ment. It is said that this type of 
conservative is the one who takes 
the losses. During the past two years, 
many new lenders have entered the 
field; but ail of these certainly are 
not the skeptical conservatives of the 
adage. Many are bankers who have 
felt the obligation to serve their 
community and have seen the profit- 
able opportunities in a sound mort- 
gage lending program. There seems 
to be a greater-than-usual risk at- 
tached to the market today, as com- 
pared to, say, five years ago, when 
we had a serious shortage of housing 
and were building for a well estab- 
lished need. Nevertheless, there are 
many opportunities to enter mort- 
gage lending even today if done on 
the proper basis of economic sound- 
ness of the loan, which must neces- 
sarily be one that is proper for the 
lender and, of equal importance, 
within the financial capacity of the 
borrower. Thus, we are called upon 
to use -our very best judgment in 
establishing our loan policies for 
today. 

It is not necessary for banks to 
think of mortgage lending in terms 
of tract loans for hundreds of houses 
at a time, which will later be sold to 


By JOSEPH R. JONES 


some other investor. There are many 
other ways to conduct a profitable 
mortgage loan program and serve 
the public in your own community. 
Too many have forgotten John Citi- 
zen who may be your customer and 
just wants a home for his family. 
We have consistently suggested to 
both FHA and VA that, in their 
rules and regulations, more consid- 
eration should be given the indi- 
vidual home buyer. It is to him that 
the average bank can be of real help. 

The community bank serving the 
community citizen—this is the back- 
bone of American banking. True, the 
housing supply can be satisfied more 
quickly by mammoth tract deals which 
so often involve intricate and expen- 
sive methods of financing. But the 
pressure to build, at an extremely high 
rate, is not such as existed just after 
the war. Census figures show that we 
have more housing per capita now 
than ever before. We still want, how- 
ever, to satisfy the desire of every 
family that wants a home just as soon 
as it can do so on a proper basis 
without undue risk to itself or the 
lender, and without paying too great 
a premium for extremely liberal 
credit terms. 

The new Voluntary Home Mort- 
gage Credit program is being initi- 
ated to provide financing for those 
in small and remote communities, 
and for minority groups. It is a co- 
operative effort by banks, life insur- 
ance companies, savings and loan 
associations, mortgage bankers, build- 
ers and realtors. Its objective is to 
assist those who have never had an 
opportunity to obtain reasonable 
credit to acquire a home. It is a 
purely voluntary movement, and sup- 
port has been pledged by all segments 
of the industry. 

There has been some confusion as 
to its objective. It is in no sense an 
effort to manufacture credit or to 
increase the overall supply of credit. 
It is not to supply credit during 


aution 


periods of temporary shortage. Neither 
is it an effort to encourage any lender 
to make a loan on terms which he 
feels are not sound. It is not to act 
as a brokerage service for the selling 
of loans. It is solely for the purpose 
of organizing the forces of private 
industry to provide sound credit in 
areas which have not had it before. 
Lenders throughout the nation are 
being asked to state their willingness 
to support the program, to indicate 
areas in which they will participate, 
and the type of loans they will con- 
sider. Larger banks may play a large 
part in assisting the smaller banks in 
setting up the mechanics of making 
the loans. In other instances, the 
larger bank may wish to participate 
with the smaller neighborhood bank 
in the actual granting of the credit. 
In some instances, the larger bank 
may purchase the loans, with an un- 
derstanding or agreement with the 
neighborhood bank as to the serv- 
icing of the loans. The life insurance 
companies have pledged a percentage 
of their lending power to assist in 
supplying the credit needed in these 
fields. Mortgage bankers have pledged 
the cooperation necessary to imple- 
ment the lending by life insurance 
companies. Builders and realtors have 
pledged to do their part to help those 
who have been denied an opportunity 
to own a home because of the lack 
of sound and proper credit. 


Every banker should carefully study 
this program; then each will be con- 
vinced that it merits his support. It 
is an effort to provide private sources 
of financing and make completely 
unnecessary direct government lend- 
ing or such operations as were con- 
ducted by the Federal National 
Mortgage Association in the past. 
Government has said very plainly 
that responsibility now rests squarely 
on private enterprise. Should needs 
not be met, there is strong intimation 
that government will resort to direct 
lending and renewal of an active 


THE MORTGAGE BANKER « February 1955 17 








loan purchase program by the Fed- 
eral National Mortgage Association. 

Another new tool provided by the 
Housing Act of 1954 is the provision 


for additional advances on FHA 
loans, or the so-called “open-end 
mortgage.” This is not a new pro- 


gram but rather one that has been in 
use many years and now, given a new 
name, is authorized in the FHA pro- 
gram. It should be used for the pur- 
pose intended for it, and that is to 
help those who need to increase the 
size of their home or to provide ma- 
jor remodeling. The FHA law re- 
quires that the use of the funds shall 
be strictly for purposes which “will 
substantially protect or improve the 
basic livability or utility of the prop- 
erty.” It is not designed as a substi- 
tute for consumer credit, but should 
be used only for major improvements 
which will increase the value of the 
security. It should the basic 
requirements of all credit which are: 
Is it good for the borrower and is it 
economically sound? 


meet 


The problems of mortgage lending 
are quite simple, but it can be rather 


awe-inspiring when one thinks of the 
consequences of poor judgment. We 
cannot be prophets of doom and 
refuse credit to people whose success 
is one of the greatest forces in devel- 
oping our community. We must real- 
ize the need of many for credit to 
acquire a home, and we should help 
them when the transaction is sound. 
We must realize that to conduct a 
successful mortgage lending program, 
we must encourage and develop a 
savings habit in our citizens. 

We must know the importance of 
the housing industry and not disap- 
point it by lack of support, nor 
should we add to its problems of the 
future by improper support without re- 
gard to long term economic soundness. 

But with all this, we must remem- 
ber that we are bankers. Let each 
of us be the banker who thinks first 
of the welfare of his borrower. This 
is not all altruism, for such a bank 
will prosper and weather many 
storms that might cause great dam- 
age to others. Such a bank will grow, 
and its community will grow steadily 

-on a solid foundation. 


Mortgage credit is at an all-time 
high. This may or may not mean a 
turning point. But it does mean that 
we must give it the most careful 
consideration that can be provided 
by the best minds in the country. 


We are all certain of the ultimate 
successful destiny of our country. 
Some of us, however, think that we 
have only clear sailing ahead and 
that all storms have passed. 1 hope 
they are right. If I were to build a 
boat, I would always provide life 
preservers, hoping that I never would 
need them, but prepared for the time 
that might come when they would 
be necessary to save my passengers. 
They might save me, too, if there 
should be a storm that I couldn’t 
foretell before I began my voyage. In 
this same vein of thinking, let us not 
stop the regular boat trips in mort- 
gage lending. We might well con- 
sider discontinuing some of the fancy 
excursion boats; and now, especially, 
we shouldn’t overload any of them. 
Then we wouldn’t have to call out 
the rescue squad at the first squall 
that might blow up in the night. 














Licensed to Write 


Title Insurance in: 





A truism, yes. . 


“Mighty Oaks from Little Acorns Grow...” 


. it's happened to us. We've grown 


mightily over the past 18 years because of the extra 


effort we've put forth to give thorough service to 


mortgage bankers, life insurance companies, builders. 


lawyers and others who look to us for their title 


insurance requirements. 


Arkansas Indiana Mississippi Oklahoma Wisconsin 
Colorado Kansas Missouri South Carolina Wyoming 
Florida Louisiana Montana Tennessee and 
Georgia Michigan North Carolina Texas Puerto Rico 
Minnesota North Dakota West Virginia 
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Good Time to Re-Examine System 


An Eastern life insurance official takes a look at present-day 


correspondent-investor system and asks some pertinent questions 


having to do with its maintenance and improvement. There are 


a lot of things we can do to make it work better, he declares. 


HAT are the vital pros and 

cons of an investor’s contract- 
ing with a single correspondent oper- 
ating in a particular community? 

How many correspondents are 
really staffed and equipped to serve 
an investor wanting a range of com- 
mercial loans, a range of conven- 
tional-residential loans and FHA and 
VA loans representing a diverse de- 
gree of underwriting quality? 

How many investors find them- 
selves signed with a correspondent, 
who has gained their confidence 
through years of pleasant association, 
but who is unable to create the type 
of mortgage application that the in- 
vestor’s Current mortgage lending 
policy demands? 

How many correspondents sign 
servicing agreements with investors, 
knowing that they can’t presently 
serve the investor’s needs, yet enter 
into the contract primarily to keep 
the investor from going to a competi- 
tor? 

How many correspondents enter 
into these agreements saying to them- 
selves: “I know I can’t deliver the 
commercial loan applications that this 
company wants, but I'll find a good 
commercial loan man and, in short 
order, will be able to generate busi- 
ness?” 

How many correspondents, active 
in the commercial field, tell them- 
selves: “I'll find a way to get into VA 
project developments,” even though 
they have no specific plan or internal 
machinery for so doing? 


Certain investors say they want a 
diversified mortgage portfolio in a 
specific city, yet provide the corre- 
spondent with competitive terms for 
only one or two types of mortgage 
loans, thus precluding themselves by 
indirection from the wide market 
which the correspondent is attempt- 
ing to develop. Since the degree to 
which any correspondent can serve 
his community depends upon his in- 
vestors, the question is raised: To 
what extent should the investors ad- 
just their mortgage lending policies to 
assure the correspondent of a_ bal- 
anced, and possibly safer, account? 

How sound are correspondent 
branch offices or wide territorial op- 
erations? 

Does the same service fee suffice for 
both the single office and the branch 
office set-up? If a half of one per 
cent service fee is adequate for a 
branch office set-up on a wide terri- 
torial basis, does this indicate that it 
is too large for the single office set- 
up? 

How really thorough is the ana- 
lytical work of most correspondents 
with respect to conventional loans? 

How strong is the tendency for a 
correspondent to assume that an in- 
vestor knows the area, the security, 
and the credit risk well enough to see 
the strengths and weaknesses of a 
given application without further 
study on his—the correspondent’s— 
part? 

How far has the brokerage attitude 


pervaded the correspondent-investor 
relationship? 

Is it true that there are investors 
who never inspect their mortgage 
loans, and others who never audit 
their correspondent’s books or check 
the loan balances—either with the 
correspondent or the borrower? 

To what extent is “absentee owner- 
ship” safe to both investor and cor- 
respondent? 

Don’t such laxities possibly contrib- 
ute to those poor practices which may 
tend, even under mild adverse condi- 
tions, to hurt the investor-correspond- 
ent relationship? 

Might it not be wiser for a corre- 
spondent to insist upon periodic 
checks or audits by the investor? 

How much effort should investors 
put into establishing lending policies 
which will insure a fairly regular flow 
of funds to their selected correspond- 
ents—thus guaranteeing a fairer de- 
gree of steady correspondent income; 
assuming, of course, that the mort- 
gage loan applications are available? 

The investor-correspondent rela- 
tionship since the mid-30’s generally 
has been excellent and profitable to 
both. The fundamental question in 
this writer’s mind is: “Are we, the in- 
vestors and the correspondents, really 
looking to the future; or are we in- 
clined to operate on an opportunist 
basis, looking mostly to today’s prob- 
lems and. needs?” With the prospect 
of pension trust money entering the 
mortgage field, is it not possible that 
now is a most important time for all 
of us to look ahead, to adopt a long 
range viewpoint in our considerations 
of, and our approach to, this great 
business? 

There may well be as many an- 
swers to these questions as there are 
readers. It is the writer’s hope that 
they may generate some deep down 
fundamental thinking and response. 
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Don’t Forget Visits to the Home Office 


It’s important to keep the contact alive, even when you have no 


specific business to transact, says this Eastern life company 


official. 


And he voices that ever-present complaint from the 


home offices: give us complete information in the application. 


HEN a correspondent plans to 

visit his home office, he should 
inform the mortgage department 
head in advance, advising his ar- 
rival date and, if possible, the na- 
ture of his business. This gives the 
principal a chance to review pending 
cases and to make certain that the 
people whom the correspondent 
wants to see are available. We are 
always glad to have our correspond- 
ents visit us, but we can do more 
for them if they let us know when 
they are coming. 

For those who cannot visit the 
principal’s home office regularly, I 
would suggest that they telephone at 
least once a month. I think that this 
would be a good idea for the princi- 
pal to follow, too. Even though no 
specific business is transacted, market 
conditions can be discussed; thus a 
personal contact is kept, which might 
otherwise drift away. 

Now, to get down to some of the 
details which bother people in the 
mortgage closing and servicing end 
of our business: 

Complete details should be sub- 
mitted with all applications for new 
loans. We know that the correspond- 
ent has to give fast service, and we 
want to see that they receive our re- 
plies quickly. Writing back for addi- 
tional information does not expedite 
this service. 

On larger loans, such as commer- 
cial and apartment house loans, our 
correspondent should keep in mind- 
when talking to the borrowers—that 
a more careful and detailed analysis 
is necessary, and that an answer can- 
not be given overnight. Here again 
the telephone is a very important fac- 
tor in determining whether or not the 
company is interested in a particular 
type of loan. 

When any loans are to be prepaid, 
or increased, or when they appear on 
the default list, our department wants 
to know why. We want to know, too, 


the recommendations of the corre- 
spondent. We receive any number of 
prepayment letters which merely tell 
us that a certain loan is to be paid off 
on a certain date. Both the corre- 
spondent and the company have gone 
to considerable expense in putting the 
loan on their books, and I think we 
both have a perfect right to know the 
reason for the prepayment without 
having to write for it. 

Where a loan is being increased, 
one of the most important things, nat- 
urally, is to find out why the addi- 
tional money is needed. Here again, 


a complete submission on the new 


loan should be made so that proper 
service can be given to the borrower. 


Defaults, to date, have been at a 
minimum, but we cannot expect this 
to last forever. Reasons for default, 
and recommendations of the corre- 
spondent, are of the utmost import- 
ance to the home office in handling 
default cases. It is not premature to 
organize—now—a staff for the hand- 


ling of defaults. Much can be learned 
from those who, in the middle 30s, 
experienced the problems involved in 
volume delinquencies and foreclo- 
sures. 

Our legal section has suggested 
that a proper follow-up be main- 
tained by the loan correspondent for 
all legal documents which must be 
sent after a loan is closed. We must 
have a complete set of papers on 
every loan, and we can cut expenses 
if these are sent to us without our 
having to send out follow-up letters. 

Our legal section also asks that we 
be fully informed on foreclosure pro- 
cedure in each state. This is particu- 
larly important at this time, because 
of the small number of foreclosures 
which have occurred in the last 15 
years. Regardless of the uniformity 
of laws between some states, legal 
practices do differ; therefore, we must 
rely on the loan correspondent’s ad- 
vice concerning the procedure to be 
followed in obtaining title to proper- 
ties. 





What's on your mind? What- 
ever it is, you can air it in 
these columns, if it pertains to 
the investor-correspondent re- 
lationship. Contributions are 
welcome, signed or unsigned, 
with no specific limit as to 
length. 


mel 
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New Booklet Available on “The ABC’s 
of FHA Insured Mortgage Lending” 


Originally published about three years ago, this 
popular booklet has now been revised and brought 
up to date. Written in layman's language, it reflects 
all recent FHA legislative changes, including those 
contained in the Housing Act of 1954. For a free 
copy, without obligation, write: Dept. M. 


PRINGLE-HURD & Co., INC. 


50 BROADWAY, NEW YORK 4, N. Y. 
COLORADO SPRINGS 


Coast to Coast 


LOS ANGELES 
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Our Investors Urge Us to Gamble! 


That's correct—gamble. This correspondent tells what he means 


by that and how he thinks investors could change that condition. 


Investors know pretty well what they will have to invest; if the 


correspondent knew, he wouldn't be forced to gamble as he does. 


ORTGAGE loan correspond- 
ents like to believe that their 


business has a high degree of sta- 
bility and will, if properly developed 
with a good measure of integrity and 
energy, endure soundly. But here’s 
a real problem: Mortgage loan cor- 
respondents are continually urged to 
gamble! Institutional investors (life 
companies, savings banks and others) 
prefer to buy loans for immediate-de- 
livery rather than issue commitments 
to purchase at some future number 
of months ahead. Usually they pay a 
higher price for loans to be deliv- 
ered at once. 

This is where the correspondent is 
encouraged to gamble. 

Builders producing housing in sub- 


LAND TITLE 


SERVICE 
COVERS 


Weehile 


ES IN ALLIANCE - CHARDON - CINCINNATI - COLUMBUS - 


stantial volume have to buy raw 
land, get it platted, install streets, 
sidewalks and alleys. They must put 
in water and sewerage lines, some- 
times gas and electric service lines, 
and do many other time-consuming 
and costly things before houses begin 
to dot the areas that were recently 
farms. The builders must have in- 
terim credit through all these various 
stages from raw land to completed 
houses; and during this period the 
builder, and those advancing large 
amounts of money, would like to 
know that someone is ready to buy 
the mortgages when the houses are 
offered on the market and sold. 

If investors are reluctant to com- 
mit to buy mortgages at dates six to 
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of the Correspondent 


twelve months in the future, the cor- 
respondent is often tempted to issue 
firm commitments so the builders 
can move along with their projects. 
Therein hangs the story! Correspond- 
ents do not customarily have the 
capital for investment of large sums 
in mortgages—and one who becomes 
obligated for sizable purchases, and 
does not either have the funds or a 
takeout commitment from an inves- 
tor to buy the mortgages, is taking a 
gamble. In recent years, most of the 
correspondents who have gambled 
have found a market when the loans 
were ready for delivery; sometimes 
the prices at date of delivery have 
proven attractive and yielded the 
correspondent a good profit, but in 
some instances the market for paper 
has been soft and correspondents 
have lost heavily. 

The position of a correspondent is 
that of a broker to the extent that 
he originates the business and passes 
it to an investor. His chances of 
profit arise in the opportunity of 
selling a mortgage at a slightly higher 
price than his cost, and from service 


PAINESVILLE - RAVENNA - YOUNGSTOWN 





21 








fees to be collected in the future. At 
the profit possibility on the 
origination end is quite limited, and 
actually the gamble taken in issuing 
firm commitments without firm take- 
out does not appear prudent. 

Large investors can usually fore- 


best, 


cast with a reasonable degree of ac- 


curacy the amount of money they 


will have available for investment 
many months ahead. It certainly 
does not appear unreasonable to ask 
them to put this ability to use to 
remove the gambling aspect of the 
correspondent operation and at the 
same time improve their own yield 
through the better prices available on 
“future” commitments. 


Investors Seem Cold to Any New Ideas 


It’s a complaint as old as the correspondent system: reluctance 


on the investor's part to accept change in methods, procedures, 


operations. This Southwestern correspondent names several ways 


in which he thinks investors could improve their procedures. 


S a correspondent, one of ou 
A principal complaints springs from 
the reluctance of many investors to 
adopt new methods and procedures 
which would bring about a more effi- 
cient and profitable operation for both 
parties. 

This attitude is no doubt due—at 
least in part—to the fact that many 
investors have not exercised sufficient 
care in selecting their correspond- 
They 
appointed correspondents solely be- 


ents. have, in many cases, 
cause of the volume of business they 
were able to secure, or the price at 
which it offered—giving little 
thought and making little or no in- 
vestigation to determine whether o1 


not the proposed correspondent was 


was 


properly equipped to handle their 
account. 
It would work to the advantage 


and benefit of both parties if, in the 
selection of correspondents, more 
consideration was given to the back- 
ground of the organization involved 
and whether or not it possessed the 
financial resources to fulfill its part 
of the contract. It should also be 
determined if the has 
an efficiently trained and equipped 
staff to handle the accounr, thus 
meriting the confidence of the inves- 
tor and warranting the delegation of 
responsibilities which could result in 
a more efficient and profitable oper- 
ation for both parties. 


This is evidenced by the fact that: 


organization 


>> Some investors still require that 
they endorse all hazard insurance loss 
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drafts, regardless of the amount 
If they have the right cor- 
respondent, they can well afford to 
set a reasonable maximum on_ loss 
drafts which might be endorsed by 
the correspondent for the investor. 
>? Although most correspondents 
have almost air-tight system of 
following up hazard insurance expi- 
rations and do carry errors and omis- 
coverage as well, many in- 
still follow the practice of 
repeatedly sending notices of insur- 
ance expirations to their correspond- 
ents ; three 


involved. 


an 


sions 


vestors 


far as 
months ahead of the date of expira- 
tion. Where the right correspondent 
is involved, economies can be effected 
without subjecting the investor to any 
unusual risk or hazards. 


-sometimes as 


>> Many investors still require that 
they hold all hazard insurance poli- 
cies, rather than delegate this respon- 


sibility to their correspondent. This 
results in an endless stream of cor- 
respondence and considerable added 
expense to both parties. 


>> The investor can effect definite 
and substantial economies through 
the installation of the single debit 
system, provided he selects a corre- 
spondent who is properly equipped 
and who maintains the controls nec- 
essary to handle the account. Many 
investors, however, fail to do this. 


>> In the delivery and purchase of 
loans some investors, prior to settle- 
ment, require that (a) the mortgage 
assignment be placed of record, and 
that the title policy insure there are 
no other assignments of record; (b) 
that the mortgage papers be checked 
not only by their general counsel, 
but likewise by a local attorney; (c) 
that they, or their attorneys, be fur- 
nished with certified copies of re- 
strictive convenants, although these 
are on file with the insuring or guar- 
anteeing agency, and even though the 
title policy insures that there have 
been no violations. 

All of these practices result in 
delays or expense—or both—to the 
investor and the correspondent; and, 
in most instances, they could be elim- 
inated entirely if caution were exer- 
cised by the investor in selecting his 
correspondent. 
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Experience of Life Companies 


in Farm Loan Field Good 


O LIFE companies regard farm 
D mortgages as good investments, 
how avidly do they go after them 
and what has been their experience 
in recent years? To the average city 
mortgage man, the questions are aCca- 
demic, or even something somewhat 
less than that. But farm mortgage 
lending remains a part of the mort- 
gage industry, which year after year 
has shown amazing vigor. Contrary 
to what some people still believe, 
government agencies are by no means 
the dominant factor in it. Private 
lenders are in it for every good loan 
they can get. 

The life companies like farm loans, 
and their experience has been con- 
spicuously good. Not all of them are 
in farm lending, but those which have 
gone after loans and have been will- 
ing to give them the time, atten- 
tion and personnel that farm lending 
requires, have done well investment- 
well, in fact, that an old 
question keeps recurring: Why don’t 
more life companies go after farm 
loans ? 


wise—so 


As an example of what life com- 
panies are doing in the field, this 
month’s Farm Loan department re- 
views the third quarter reports of the 
National Agricultural Credit Com- 
mittee of the farm loan operations of 
sixteen life companies and the Fed- 
eral Land Bank System. These re- 
ports are fairly typical of the favor- 
able experience which life companies 
have had in the farm loan field in 
recent years. These sixteen companies 
represent the major portion of life 


The companies that have invested the time, attention and personnel 


in the farm mortgage field have had a favorable experience recently 


company investments at this time in 
the farm field. On September 30, they 
owned 170,128 loans aggregating 
$1,753,966,000, an average of $10,310. 
Of this total, only 70 were in process 
of foreclosure, aggregating only $919,- 
000. During the third quarter these 
companies acquired 4,052 farm loans 
for a total of $62,762,000. Mortgages 
paid in full were 2,627 for $19,473,000. 
On September 30, the sixteen compa- 
nies had commitments out for 5,754 
farm loans, for a total of $92,117,000. 

While American farmers experi- 
enced a rather severe decline in net 
income during 1954 (around 22 per 
cent)—severe when compared to the 





Farm Loan Conference 
at Chicago Meeting 

For the first time in more than a 
decade, MBA is sponsoring a meet- 
ing for its farm loan members— 
who, at organization, comprised the 
whole of MBA’s predecessor or- 
ganization. It begins with a lunch- 
eon Wednesday, February 23, and 
continues through that afternoon. 
The two following days are for the 
Midwestern Mortgage Conference. 
Anyone with an interest in farm 
lending will find the Farm Loan 
meeting a profitable experience. See 
complete announcement this issue. 











general prosperity that prevailed— 
they were able to maintain an excel- 
lent record of keeping their loans 
current. Their performance is as 
good as that seen in MBA’s quarterly 
delinquency study covering FHA and 
VA loans. Of a total of 170,128 farm 
mortgages owned by these sixteen 
companies, only 520 mortgages had 
interest overdue more than three 
months—a delinquency ratio of only 
.3 of one per cent. 

Figures aren’t available for all the 
sixteen companies as to purpose of 
farm loan financing during the quar- 
ter but for twelve companies, 56.2 
per cent of the mortgages was for 
re-financing. 

That’s the private enterprise side 
of the farm loan picture for a typical 
period of recent years. Now for a 
glance at the other side, the record 
of the Federal Land Banks. These 
institutions had 324,338 loans out- 
standing, for a total of $1,261,349,- 
000. But their loans were smaller, 
averaging only $3,890. Their fore- 
closure record was equally good, only 
64 loans, for a total of $198,000, an 
average of $3,090. The Federal Land 
Banks owned only 30 properties on 
September 30, for a total of $100,000. 
But their delinquency ratio is not as 
favorable. On September 30 they 
had 12,195 delinquencies, but the 
total was only $1,671,000. 
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VITAL STATISTICS f, 


HE beginning of the year found recovery so well under way that the recession of 1953-54 

had become just a memory of something that wasn’t so bad after all. Industrial produc- 
tion [1] again moved ahead. Department store sales were well ahead of last December, and 
were off only 2 per cent from 1953 for the year as a whole. At the same time, December's 
wholesale prices ran slightly below November’s and those of a year ago, indicating that recovery 
had not reached an inflationary stage. 


This evidence, however, was not sufficient to eliminate concern in high places over the pos- 
sible renewal of an inflationary binge. As the stock market moved sturdily ahead; as new con- 
struction [3] hit an all-time peak for any December and for the year, with no sign of let-up, 
and residential building rounded out the year with a total of over 1.2 million new starts [4] and 
a seasonally adjusted annual rate in December (over 1.4 million) that held the prospect of 
breaking the 1950 record in 1955; and as VA activity [7] and mortgage credit generally [5] 
and [6] zoomed to new records, with FHA activity on 1- to 4-family homes second only to 1950; 
the monetary authorities at least concluded that no further easing of credit was necessary to 
assure economic well-being. 


The only positive move, however, was a modest increase in margin requirements on stock 
purchases, which temporarily appeared to have a moderating influence. Other than this, there 
was merely an attitude of wait-and-see if the money market wouldn’t constrain itself. This it 
showed some signs of doing. From November to December, the bond yield structure [2] moved 
generally upward; since December, the trend has continued, sending even the Treasury 3-4’s to 
their lowest price in months. Rates on bankers acceptances were raised in mid-January; and some 
talk of raising Federal Reserve discount rates is current. Within a few months, this sort of thing 
would begin to be felt in the mortgage market. 


(1). General Business Indexes 














1947-49= 100) 
—1954— —1953— 12 Months 
Dec. Nov. Dec. Nov. 1954P 1953 
Industrial production*......... 130° 129 126 129 125 134 
Wholesale prices .............. 109.5” 110.0 110.1 109.8 110.3 110.1 
Department store sales*........ 116° 114° 113 113 110 112 
Sources: Federal Reserve Board, U. S. Department of Labor. *Estimated. »Preliminary. 
*Seasonally adjusted. 
(2). Bond Yields 
—1954— —1953— 12 Months 
Dec. Nov. Dec. Nov. 1954 1953 
Long-term U. S. governments: 
34% % issue of May 1953, 
DUNE fneiie Ach oiierna.e denice 2.68 2.68 2.96 3.04 2.71 - 
Other long-term issues. ...... 2.57 2.55 2.79 2.85 2.54 2.93 
High-grade municipals 
Standard & Poor’s)......... 2.33 2.29" 2.59 2.62 2.37 2.72 
Moody’s corporates, total....... 3.13 3.13 3.39 3.38 3.16 3.43 
Moody’s Aaa corporates........ 2.90 2.89 3.13 3.i1 2.90 3.20 
Source: Federal Reserve Board. "Revised. 
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(3). Expenditures for New Construction Put in Place 
(millions of dollars) 














—1954— —1953— 12 Months 
Dec.” Nov. Dec. Nov. 1954” 1953 
ro eee $2,202 $2,347 $1,917 $2,077 $25,720 $23,877 
Residential (nonfarm) ...... 1,214 1,292 951 1,034 13,450 11,930 
Nonresidential building ...... 534 551 507 523 6,189 5,680 
SI MI 6 candice irs pis oes 349 386 347 393 4,400 4,416 
Parm:and other:............ 105 118 112 127 1,681 1,851 
ASR Se a ee 783 938 795 947 11,450 11,379 
NEE 6 hk Sincacwikida etal e ac $2,985 $3,285 $2,712 $3,024 $37,170 $35,256 
Source: U. S. Departments of Commerce and Labor. »Preliminary. 
(4). Number of Nonfarm Housing Units Started 
—1954— —1953— 12 Months 
Dec.” Nov.” Dec. Nov. 1954” 1953 
OS Ee eee ee ree 89,600 102,700 64,500 79,900 1,196,100 1,068,300 
SD ia Sich tir ait rise aie Pa a tate cals 1,400 300 1,300 1,600 19,400 35,500 
NN Se cos das ak San 91,000 103,000 65,800 81,500 1,215,500 1,103,800 





Source: U. S. Department of Labor. Preliminary; figures are revised three months after issuance. 


(5). Recordings of Nonfarm Mortgages of $20,000 or Less 
(millions of dollars) 








First 11 Months 


—1954— —1953— 
; Nov. Oct. Nov. Oct. 1954 1953 
Savings and loan associations... $ 757 $ 765 $ 564 $ 658 $7,528 $ 6,796 
Comsmmorctad’ GaesiB:... <....245. 400 393 290 320 3,820 3,389 
Insurance companies .......... 177 178 114 123 1,576 1,354 
Mutual savings banks.......... 147 140 113 123 1,343 1,199 
Mortgage companies and others 667 680 468 522 6,440 5,387 
(| aI Ppa a oe $2,148 $2,156 $1,549 $1,746 $20,707 $18,125 





Source: Home Loan Bank Board. | 


(6). Mortgage Acquisitions by Life Insurance Companies 
(millions of dollars) 





—1954— —1953— First 11 Months 

Nov. Oct. Nov. Oct. 1954 1953 

RE AER MIRED Stak goe it ley 2 $538 $446 $327 $309 $4,333 $3,485 
ERS BE eerie te. ee 80 56 60 60 611 753 
| a ie See Es 183 148 56 42 1,169 376 
ESE pe ee Sem seen OE Soe 275 242 211 207 2,553 2,356 
OR, ee Od pe oe a ey es 33 25 25 29 370 372 
| ARRAS ERS COTE ee $571 $471 $352 $338 $4,703 $3,857 











Source: Institute of Life Insurance. Data include nonresidential as well as residential mortgages. 


(7). Applications to FHA for Insurance on New Construction, and 
Appraisal Requests to VA on New Construction 
(number of units) 

















—1954— —1953— 12 Months 
Dec.P Nov. Dec. Nov. 1954? 1953 
FHA applications ............. 24,594 28,735 21,497 20,295 383,334 327,323 
Units in home mortgages... . . 24,328 26,851 13,386 13,406 338,581 253,726 
Units in project mortgages... . 266 1,884 8,111 6,889 44,753 73,597 
VA appraisal requests......... 44,251 47,729 19,016 22,552 535,412 251,437 
Sources: Federal Housing Administration, Veterans Administration. »Preliminary. 
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Abstract or TITLE 
INSURANCE 


Just what does each one do? 
What security does each one 
offer? Every mortgage man thinks 
he knows, and most of them do, 
in a general way. But in the 
field of title evidence, there 

are innumerable byways leading 
off into unknown, uncharted 
areas — and that’s where you 
find the trouble. Mr. Gill 

has a way of illustrating his 
points by recounting actual 
cases where someone slipped — 
or didn’t slip, 

because he had the foresight 


to get the right protection. 


By MeCUNE GILL 
President, Title 
Insurance Corporation 
of St. Louis 


HOSE who make loans on real 

estate are accustomed to using 
one of two kinds of title evidence: 
abstract of title or a policy of title 
insurance. What exactly is the meas- 
ure of security afforded by each of 
these two types of title evidence? To 
know, one must first distinguish be- 
tween them and then, to get a fuller 
appreciation, look at some specific 
instances showing how far the protec- 
tion provided by each extends. 


>> ABSTRACTS: An abstract of title 
protects its holder only against en- 
cumbrances and defects shown of 
record and not against any encum- 
brances or defects of title that are not 
shown. There are many encumbrances 
and defects which, though not dis- 
cernible of record, will affect the title 
even of an innocent lender. 

> An abstract of title protects its 
holder for only a limited period after 
the date of the abstract—and this 
even though the omitted encumbrance 
or defect is not discovered until after 
the period has elapsed. 

> An abstract of title in some states 
protects only the person ordering and 
paying for it, and not any other per- 
son relying on its statements. 

> An abstract of title protects only 
as to the period covered by the last 
extension where it is a continuation of 
a previous abstract. 

> An abstract of title protects only 
against actual loss because of omitted 
encumbrances or defects which are 
established, and not against expenses 
incurred in defending the title against 
alleged encumbrances or defects which 
are defeated. 

>> POLICIES: A policy of title in- 
surance protects the assured against 
all unexcepted encumbrances and de- 
fects of title whether shown of record 
or not, and not merely against those 
shown of record. 

> A policy of title insurance protects 
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the assured against unexcepted en- 
cumbrances or defects existing at the 
date of the policy even though they 
may not be discovered until long 
after the date of the policy or at any 
later time. 

> A policy of title insurance protects 
the mortgagee and any assignees, 
against any unexcepted encumbrances 
or defects existing at the date of the 
policy. 

> A policy of title insurance protects 
the assured against unexcepted en- 
cumbrances or defects even though 
they dated from before the period of 
the last extension. 


> A policy of title insurance protects 
the mortgage holder not only against 
actual loss because of unexcepted en- 
cumbrances or defects, but also stipu- 
lates that the title company will, at 
its own expense and with its own 
counsel, protect the title and defend 
all suits attacking it, even though the 
claim is not a valid one. 


EXAMPLES: Examples of actual 
situations that have arisen and which 
illustrate the difference between the 
protection afforded by abstracts of 
title and title policies will be of inter- 
est to mortgage bankers and their 
attorneys. 


>> UNAUTHORIZED RELEASES: 
Some years ago a man whose com- 
pany owned many pieces of real es- 
tate hit on the plan of obtaining 
releases of deeds of trust on the prop- 
erties by the use of affidavits falsely 
indicating that the notes had been 
paid and lost. Then he would make 
a new loan on what appeared of 
record to be a clear title. It was found 
that the holders of all except two of 
these new deeds of trust had only 
abstracts of title. They recovered 
none of their losses from the ab- 
stracter. A life insurance company 
was the holder of the other two loans 
and had insisted on being furnished 








n- 


with title insurance. The title com- 
pany paid the losses of this investor 
in full and conducted the necessary 
negotiations and litigation at the title 
company’s expense. 

>> FALSE IMPERSONATION: A 
woman was about to make a loan on 
a row of flats. She had been told that 
she should demand title insurance, 
which she did. It turned out later 
that the borrower had impersonated 
the real owner who was a nonresi- 
dent. The investor collected her en- 
tire loss from the title company which 





of this condition but had not objected 
as long as she received a monthly 
allowance. When this stopped she 
threatened suit. The loan was a large 
one and the lending institution had 
title insurance. The title company 
paid the wife a large sum to obtain a 
deed from her. 

»> UNRECORDED EASEMENT: 
A purchaser obtained a title policy. 
Later his next door neighbor threat- 
ened to close an automobile driveway, 
pointing out that it was partly on his 
lot, although there was nothing of 





spector to believe that certain mate- 
rial had been paid for, but this was 
not true. The title company paid the 
loss. Another way in which mortgage 
bankers are protected against me- 
chanics’ liens is where the investigator 
discovers that recent repairs have not 
been paid for, and the amount is held 
out of the purchase price. 

>> REVERSAL OF DECISION: 
Under the then prevailing decisions 
of the courts a certain kind of parti- 
tion suit was valid to convey title 
when it was brought. A purchaser 











“ she could not have done if she had _ record to indicate this. The title bought a flat and store property at 
rol obtained only an abstract of title. company bought the strip of ground such a sale and obtained an abstract 
Incidentally, the impersonation was from him and presented it to the pol- of title. Subsequent transferees also 
so clever that it deceived even the icy holder. There would have been relied on such abstract. The heirs 
expert investigator employed by the no obligation if there had been only brought suit more than thirty years 
“ title company. an abstract. after the partition suit, and ten years 
; >> THE WRONG WIFE: A man >> MECHANICS’ LIENS: Investors after the purchase by the last owner, 
en was a builder and owner of apart- in construction deeds of trust who and defeated the title because the 
ments. He had lived in the locality rely on abstracts of title are compelled Supreme Court reversed its previous 
many years with a woman who was _ to check all disbursements or take the interpretation of the law. None of 
” apparently his wife, and who signed hazard of some of the bills not being the owners had any claim against the 
2 the deed of trust as such. Later it paid. In one case the investor insisted abstracter. 
h was discovered that the real wife on obtaining title insurance. The con- 2% STRAWMEN: In one case the 
f who lived in another city, had known tractor led the title company’s in- beneficiaries of a strawman admitted 
iS po oe & . ata Prt es 
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! R. K. COOPER, Presivient 
i 
, NVEST IN FLORIDA 
Those who permanently move to the Sunshine State (156,000 annually) make it lead the 
nation yeor after year in its tremendous building and growth. Our firm currently is 
seeking additional outlets for FHA, VA and Conventional Type loans. We can offer an 
investor THE CHOICE LOANS in South Florida. This is created — our prestige, experience J. DUDLEY JOHNSON, V.P. 


and extensive advertising in newspapers, television 
and radio. We solicit your mortgage requirements. 


WRITE FOR INFORMATION 
OR WE WILL CALL ON YOU PERSONALLY 


R. K. COOPER, Inc 
MORTGAGE BANKERS 
2733 Ponce de Leon Boulevard 
CORAL GABLES 


FLORIDA Miami's Skyline 
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that they had authorized the execu- 
tion of a deed of trust, but claimed 
that it was to be in a much smaller 
amount than that actually executed. 
The title company defended the re- 
sulting law suit and finally won it. 
The investors lost nothing, not even 
attorney’s fees or costs. In another 
case the strawman was wholly imag- 
inary and the court held the deed of 
trust void. Here, however, the inves- 
tor (a bank) had only an abstract of 
title, so it lost its principal and inter- 
est and the attorney’s fees and the 
costs of a suit that was appealed to 
the Supreme Court. 

>> ADOPTION: Some years ago a 
very old woman claimed to be the 
adopted daughter of a former resi- 
dent who had owned numerous par- 
cels of land. The owners of these 
lands spent considerable sums in de- 
fending their titles against this claim, 
which was finally defeated. Those 
owners who held policies had a per- 
fect right to demand that the title 
company assume the complete burden 
of the defense. Those who held only 
abstracts, were found to have no right 
to reimbursement. 

>> STOCKHOLDERS: Sometimes 
the value of a title policy lies in the 
fact that the title company declines 
to issue it. For example, in one case 
it was proposed to place a large re- 
financing mortgage on several prop- 
erties. The title company required 
that the consent of all of the stock- 
holders of the owning corporation be 
secured and evidenced by a resolution 
passed at a regularly called meeting. 
When the meeting convened, con- 
siderable opposition arose, and shortly 
thereafter a suit between certain fac- 
tions of stockholders was filed. If 
only an abstract of title had been re- 
quired, there would have been no 
flaw reported as nothing was of rec- 
ord to indicate the trouble; but the 
lender would have had a suit to de- 
fend. As it was, the loan was not 
made and the lender avoided all 
trouble; in fact he never knew that it 
existed, 

>> FALSE AFFIDAVIT: A woman 
made affidavit that the heirs of her 
deceased husband consisted of certain 
grown children, from whom deeds 
were obtained. Later another child, 
a daughter, appeared and claimed an 
interest. The mother’s only excuse 
for signing the false affidavit was that 
she considered that when the daugh- 


ter had misbehaved and left home she 
was no longer an heir. As the parties 
were execution proof and the lender 
had only an abstract, he had to stand 
the loss. A policy would have pro- 
tected him. 


>> FATHER AND SON: In one in- 
stance the investigator of the title 
company reported that the proposed 
seller who lived in the house was a 
man about thirty years of age, but 
the records showed that he had ac- 
quired the property forty years be- 
fore. Inquiry developed the fact that 
the parties were father and son bear- 
ing the same name and that there 
were two other sons. The deal was 
finally closed by paying to the other 
sons a part of the purchase price and 
obtaining deeds from them. The first 
son’s only explanation of his action 
was that the help he had given his 
father was such that he thought he 
should own the house. If an abstract 
had been used none of these facts 
would have appeared until the other 
sons had brought suit, perhaps long 
after the purchase money had been 
paid. As it was, and because of the 
fact that a title policy had been or- 
dered, there was no loss to anyone. 


>> UNAUTHORIZED FORECLO.- 
SURE: A trustee under a will in- 
vested some of the funds of an estate 
in a deed of trust. It had been ex- 
ecuted by an owner of the property 
who had become such by buying at a 
sale in foreclosure of a previous deed 
of trust. It was later shown that the 
trustee in the first deed of trust was 
not ordered to foreclose by the holder 
of such deed of trust and did not pay 
him any of the purchase price. The 
beneficiary of the testamentary trust 
threatened to sue his trustee for neg- 
ligence because he had not obtained a 
policy of title insurance which would 
have protected him. As it finally 
turned out, however, the court held 
that the holder of the original deed 
of trust was negligent in not prevent- 
ing the action of the trustee and said 
that the title obtained through the 
foreclosure was good. All of this ex- 
pense would have been avoided by 
asking for title insurance. 


>> UNAUTHORIZED DEED OF 
TRUST: A man raised large sums by 
executing mortgages on his mother- 
in-law’s property and forging her sig- 
nature. The mortgage holders lost 
because they had abstracts and not 


YORK RECORDS have revolutionized Mortgage Accounting 
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policies. Indeed, if policies had been 
ordered the fraud would probably 
not have occurred because the title 
company’s investigator would have 
interviewed the mother-in-law. Or if 
the investigator had in some way been 
misled the title company would have 
paid the loss. 


>> UNKNOWN WIFE: A promi- 
ent physician was supposed to be a 
bachelor. After his death a woman 
appeared who claimed that he had 
led a sort of dual existence, and had 
been married to her in another city. 
And, still better, she had a marriage 
certificate to prove it. She filed nu- 
merous suits, all of which were de- 
fended and most of them settled by 
the owners of the properties. None 
of them had title insurance. If they 
had been insured, all of the trouble, 
expense and loss would have fallen 
on the title companies issuing the 
policies. 


>> LOCATION OF HOUSE: Some 
years ago a home owner applied for 
a loan from a company that requires 
title insurance. The title company 
obtained a survey which showed that 
the house was half on the next lot. 
It seems that a whole row of houses 
had been wrongly placed because the 
builder had measured from a stone 
which he thought was on the edge 
of a side street but which was actu- 
ally in the center of it. The whole 
matter was finally straightened out 
by the delivery of deeds and the re- 
leasing and re-execution of mortgages 
at considerable expense to the owners, 
none of whom had policies or surveys. 
The loan company got a good deed 
of trust on both house and lot, which 
it would not have done if it had re- 
quired only an abstract. 


>> DUPLICATE NOTES: A de- 
frauder in one case used the “dupli- 
cate note” scheme; that is, when he 
put a deed of trust on his property in 
a certain amount, he simply issued 
several times the correct number of 
notes or bonds. The court held that 
the holders of the notes sold first and 
up to the correct amount were se- 
cured by the deed of trust, and the 
holders of all other notes, sold later, 
must lose. It is obvious that an ab- 
stract, merely reporting the existence 
of a deed of trust, is no protection 
against this form of fraud. A title 
policy, however, that insures a named 
transferee of certain notes that his 
notes are valid and are secured by 
the deed of trust, is a perfect protec- 
tion. As a matter of fact, it is very 
unusual for a defrauder to attempt 
such a scheme if he knows that a title 
policy is to be issued, because he 
realizes that a fraud like this would 
probably be detected by the title com- 
pany. Whereupon the company would 
decline to issue the policy, and the 
investor, of course, would not buy 
the notes. 


>> ESTATES: When an owner dies 
it is frequently beneficial to his fam- 
ily to sell the home or other real 
estate as quickly as possible. But the 
pendency of administration proceed- 
ings on the estate in the Probate 
Court makes it necessary for a title 
company to report the possibility of 
debts or demands being allowed 
against the estate. The transaction 
can easily be handled, however, and 
the purchaser put in immediate pos- 
session by obtaining a title policy 
insuring the purchaser against debts 
up to the amount of the purchase 
price. This is done by depositing the 
purchase price, and any purchase 
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money deeds of trust, with the title 
company until the estate is finally 
settled and the possibility of allow- 
ance of claims or demands is thereby 
eliminated. Whereupon the purchase 
money and the deeds of trust and 
notes are turned over to the heirs, 
who by using title insurance have 
avoided losing an advantageous sale 
and have given the purchaser and 
mortgagee the protection against loss 
which they very properly demanded. 


>> OLD CLAIMS: Occasionally a 
suit is brought affecting many lots or 
blocks, based on some old pretended 
claim or defect that has long since 
been barred by the statute of limita- 
tions. One of these “old claims” was 
because of the lack of a deed 125 
years ago. Another was because of 
an outstanding 1/37th interest barred 
by over 50 years’ possession. One 
was on an unconfirmed Spanish con- 
cession originating before the Louisi- 
ana Purchase. Another was a con- 
troversy over the date of the death of 
a supposed owner of a 1/9th interest 
and a pretended will, both arising 
more than 40 years before. Still an- 
other concerned a marriage contract 
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100 years old. Another claimant al- 
leged a fraud in a partnership ad- 
ministration 30 years before. Any 
mortgagee, who holds a policy of title 
insurance, need only notify the title 
company and it will immediately as- 
sume all of the burden and expense of 
the defense of the suit. 


>> MARKETABILITY: The forms 
of mortgagee’s policies not only insure 
that the title taken at foreclosure will 
be free from attack by any claimant 
under an adverse claim, but also in- 
sure against loss or damage because 
of the existence of a possible claim 
that would render the title unmarket- 
able. In one case the title was ob- 
jected to because of a defective de- 
scription of property 70 years before. 
While the title company could un- 
doubtedly have shown in court that 
this did not make the title unmarket- 
able, it found that the matter could 
be compromised and paid the amount 
demanded, thus avoiding delay in the 
closing of the sale. 


>> INSANITY: The mental condi- 
tion of the owners sometimes is not 
shown of record. In one case the 
owner, a woman, talked rather inco- 
herently and did not seem to com- 
prehend the matter. Other persons 
said she had been in a sanitarium. 
Hence the title company declined to 
insure unless a guardian were ap- 
pointed, which the parties refused to 
allow. So the loan was not consum- 
mated and the prospective lender was 
future 


relieved of the danger of 


trouble. 


>> PENDING SUITS: An abstract 
of title necessarily reports pending 
suits affecting the title, but affords a 
purchaser no protection against the 
final outcome. However, if the pur- 
chase money is left with the title 
company it will sometimes, and under 
certain conditions, issue its title policy 
insuring the purchaser against all loss. 
In one recent instance the original 
suit was disposed of but another one 
was brought. Both sides claimed the 
money and the title company paid 
out relatively large sums (in addition 
to the amount deposited), by way of 
compromise, and for attorneys’ fees 
and costs. But the purchaser, during 
all of this confusion, not only was 
relieved of all annoyance, danger and 
expense, but actually never knew that 
any such complications had arisen. 





>> REVERSIONS: Some loan insti- 
tutions are prohibited by the laws 
under which they operate, or by the 
opinions of their counsel, from mak- 
ing a loan on property which is sub- 
ject to building or use restrictions 
providing for a reversion or forfei- 
ture of title if the restrictions are vio- 
lated. However, such lenders will fre- 
quently make such a loan if a title 
company will insure them against any 
loss or damage in case such a rever- 
sion occurs. Under certain circum- 
stances the title company will issue 
such a policy. 


>> TENANCY BY ENTIRETIES: 
A man came here from the East, 
posed as a single man, married and 
bought a home, taking title in the 
name of himself and wife. After sev- 
eral years he died. The wife executed 
the necessary affidavit of survivor- 
ship, and sold the property. Several 
years passed when the real wife ap- 
peared on the scene with the man’s 
grown son. They, of course, owned a 
half interest in the property. As the 
purchaser had only an abstract of 
title and there was nothing of record 
to divulge these facts, he lost. 


The Big Builders 


>> SIZE OF BUILDERS: Judged 
by their total output, the nation’s 
biggest homebuilders seem to be get- 
ting a bit smaller, according to House 
& Home. 

In its second annual survey of 
builders of one- and two-family houses 
excluding prefabs), the magazine 
found that the 14 largest builders of 
1954 started only 34,125 units, com- 
pared with 41,473 started by the four- 
teen top producers of 1953. Five of 
the eight builders who were on the 
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list both years reported sizeable re- 
ductions in their 1954 programs, com- 
pared with 1953. 

Commenting on this decreased pro- 
duction by big builders, in direct con- 
trast to the substantial increase in 
total housing starts by all builders last 
year, the publication says: 

“The underlying causes appear to 
be income tax, and more importantly, 
the increasing difficulty of assembling 
large tracts of land where people 
want to live. The trend confirms and 
strengthens a recent forecast by H. E. 
Riley, chief of the Bureau of Labor 
Statistics’ construction division, that 
the biggest big builders are unlikely 
to grow any bigger.” 

Based on its survey, “bustling Wil- 
liam J. Levitt, who figures he has put 
up upwards of 55,000 houses in the 
postwar housing boom, kept his rank 
as No. | volume builder. Levitt says 
he began 4,900 more houses last year 
in Levittown, Pa., where homebuild- 
ing spurred by US Steel’s new plant 
is continuing to transform once rural 
Bucks County into a vast suburb.” 
Levitt’s lead over his nearest rival: 
almost 1,000 units. 
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A Close Look at 


SHOPPING CENTERS Today 


HE tremendous growth of the 
American economy during the 
past two decades constitutes a phe- 
nomenon unknown in modern his- 
Despite the conflicting ideal- 
ogies which are 
held by those in- 
habiting the 
major portion of 
the world’s sur- 
face, it has been 
the American 
economy alone 
which has forged 
ahead and enabled 
Robert H. Armstrong all classes of its 
citizens to enjoy 
a standard of living far and beyond 
that of any other nation. 

However, even progress brings with 
it certain problems, and the rapid 
growth of suburban communities, in- 
habited largely by middle and upper 
income group families, has created 
numerous difficulties for retailers, 
merchants, highway departments, 
transportation systems and even for 
central city areas themselves. Into 
the center of many urban areas there 
have swarmed populations of a lesser 
cultural, educational, social and 


tory. 





financial background than those 
whom they have displaced, with the 
result that economic imbalances have 
arisen which threaten urban well-be- 
ing and, in some cases, even solvency. 
Our increasing and shifting popula- 
tion is accelerating suburban retail 
growth, while at the same time di- 
minishing sales volume in central 
urban shopping locations. 

One of the two, or rather three, 
new post-war real estate develop- 
ments which have occurred is the 
modern shopping center, the other 
two being the air conditioned office 
building and the “lease-back” type of 
deal. Modern shopping centers have 
been erected by the hundreds, yes, 
even thousands, in all parts of the 
nation within a space of ten years, 
and the end is not as yet in sight. 
Many will succeed—eventually—but 
others are certainly going to fall by 
the wayside. So it may be asked at 
this point: “What are the criteria by 
which the modern shopping center 
may be judged, and what steps can 
be taken—if any—to assure the suc- 
cess of a center, especially those 
which seem to be heading into finan- 
cial trouble?” 


By ROBERT H. ARMSTRONG 


In the first place, it should be said 
that the term “shopping center’’ is 
worthy of a better definition than it 
has received to date. Is it a group of 
strip-ribbon stores on a main high- 
way—say 10 or 20 in number—rented 
at random, and with either no off- 
street parking space or perhaps room 
for only one row of cars in front of 
the elongated structure? My answer 
here would definitely be “no.” It is 
my opinion that a shopping center— 
as distinguished from a shopping lo- 
cation — constitutes an integrated 
group of stores, balanced in type, 
quality and number, and designed to 
serve a community of a certain size. 
A true shopping center must also 
have off-street parking facilities, hav- 
ing at least a “one-to-one” ratio at 
all times. It is admitted that this 
standard is well below desired and 
required minimums—but for the pur- 
poses of definition, and to distinguish 
a shopping center from strip-ribbon 
or merely taxpayer development, it 
is felt that at least the standard men- 
tioned above should apply. There 
may be, of course, exceptions to the 
rule. Just outside of Atlanta, there is 
a most interesting shopping center 


It’s been said that the most distinguishing real estate characteristic of this period is the 


shopping center. Almost no urban area anywhere has not seen one or more. Despite some gloomy 


predictions in recent years, more and more are coming along every month. Mr. Armstrong is one of the 
foremost authorities in the country on shopping centers, particularly from the appraisal 
standpoint, and here puts this real estate development to a thorough analysis. One of the dangers 
he sees is a faulty estimate of the trading area the shopping center is to serve. He thinks that if 


some of them go sour, it likely will be due to over-estimation of the trading area. 
Mr. Armstrong is senior partner of Armstrong Associates, New York, appraisers and economic and 
financial consultants to department stores, banks, insurance companies and financial institutions. 
Editor in chief of The Appraisal Journal, 1945-1954, he has written and spoken extensively 


on valuation and economic subjects. He is a director of the Society of Real Estate Counselors. 
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consisting of just three stores: drugs, 
food market and variety merchandise. 
Each store contains an area in excess 
of 10,000 square feet, and the lines 
of merchandise carried far exceeds 
the conventional. For instance, the 
drug store also contains a restaurant 
and full line of hardware 
and toys, among other items. In this 
connection, the tendency of all kinds 
of stores to add “outside” lines to its 
stocks should be Packaged 
drugs are now carried by thousands 
of supermarkets which are undersell- 
ing the drug stores. And, as for to- 
heaven help the old corner 


sells a 


noted. 


bacco 
cigar store! 

From what has been stated so far, 
it may be seen that there is a great 
battle going on for the public’s retail 
dollars not only between the suburbs 
and central city but also be- 
tween retailers of various types them- 
selves. Never before has competition 
been so keen; never before has mer- 
market 


areas, 


chandising “know-how” and 
and consumer analysis paid off so 
well. 

There are, in general, three types 
of shopping centers—the “neighbor- 
hood” type which is designed to serve 
from a few hundred to a few thou- 
sand families; the “community” cen- 
ter which will serve perhaps a whole 
suburban town of as many as 10,000 
to 25,000 in population, and lastly, 
there is the “regional” center which 
heretofore has been presumed to be 
able to serve 100,000 or more people 
and which, it is said, will draw trade 
from a distance up to 50 or 100 miles. 
However, it has been our experience, 
except in rare instances, that the re- 
gional center usually will not draw 
any substantial amount of trade 
greater than from 8 to 10 miles away. 
It is our further opinion that from 
6 to 8 miles is a much safer distance 
to depend upon when making esti- 
mates of potential sales of a trading 
area. 

Indeed, 
tremendously for 
stores. A supermarket 
trade from only a mile or two, while 
Sears-Roebuck’s mail order depart- 
ment has the entire United States, if 
not the world, as its trading area. A 
shopping center department store 
may draw business from 10 to 15 
miles away, while on the other hand 
the famous Fifth Avenue stores may 
worthwhile volume of 


trading areas will differ 
different kinds of 


may draw 


draw a very 


business from 500 to 1,000 miles dis- 
tant. It is not only the women who 
go to New York to shop, but also 
thousands of men in small communi- 
ties who cannot obtain the quality 
of merchandise that they desire. How- 
ever, New York is an isolated case, 
and to date, very few shopping cen- 
ters throughout the United States 
have attracted trade from a consid- 
erable distance away. 

The evaluation of shopping centers 
now requires skills and techniques 
which were unheard of even a decade 
ago. Minimum rentals have been get- 


ting lower and many owners and 
operators of shopping centers have 
become increasingly dependent on 
percentage rentals in order to make 
their projects economically sound. A 
number of shopping centers have a 
major proportion of their rentable 
area rented on a straight percentage 
basis which definitely puts the owner 
and the mortgage lender, too, in part- 
nership, so to speak, with the various 
merchants. Therefore, it is necessary 
to predict the volume of sales for 
various types of stores in order to 
estimate even a gross rent roll. 


Failure to Gauge Properly Retail 
Volumes Can Be Costly to Owners 


Unless an appraiser or an owner 
has enough familiarity with retail 
merchandising practices and policies, 
and unless he is able to measure trad- 
ing area potentialities and the volume 
of goods that.each merchant will sell 
annually, his mistakes, indeed, may 
cost him dearly. 

We recently made a study of a 
Mid-West shopping center wherein 
the department store of 60,000 square 
feet paid a minimum rental of $30,000 
per year against 2 per cent of sales 
up to $4,500,000 and | per cent of 
sales above that amount. The store 
of 60,000 square feet could not, under 
any circumstances, allocate more than 
40,000 square feet in selling space; 
and if sales amounted, let us say, to 
$70 per square foot in that particular 
store and in its own community, that 
would mean that annual sales would 
amount to $2,800,000 and 2 per cent 
of this sum would be $56,000 per 
year, which would bring the rental to 
about 93c per square foot. To even 
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put a clause in a lease whereby $4,- 
500,000 in sales might be anticipated 
was ridiculous on its face, because 
that would mean that sales would 
have to amount to $112.50 per square 
foot which is inconceivable for most 
every department store in any shop- 
ping center in the country. Most de- 
partment stores, presently, are able 
to do a volume of from $60 to $70 
per square foot, while some may pos- 
sibly hope to approach $80 or $90 
per square foot. Practically none have 
reached, or expect to reach, the high 
per-square-foot-volume of the parent 
in-city stores. Any appraiser faced 
with the problem of measuring the 
sales volume of different kinds of 
stores most certainly should turn over 
this part of his task to someone who 
is qualified in this special field. 
Because the modern shopping cen- 
ter is new, and more or less glamor- 
ous in its own way, many seem to 
think that they are a way to easy 
riches. Naturally, any owner of a 
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piece of farm land in the suburbs, or 
near to a large city, would like to 
parlay his investment, that might 
bring anywheres from $400 to $2,000 
an acre, into a fortune. However, the 
modern shopping center, be it large 
or small, can only attain success 
through the investment of large sums 
of money and by the expenditure of 
sweat and labor by its promoters or 
owners. Of course, it is true that a 
successfully “going” shopping center 
may have its land increase in value 
from, say, $2,000 to $40,000 or $50,- 
000 an acre, but this generally can 
only occur after a period of years, 
and then only through long and pains- 
taking promotional efforts. 

The most important step that 
should be taken before a center is 
even projected and planned, no less 
constructed, is to measure the sales 
potential of what we term to be a 
“shopping center trading area.” 

I don’t believe I have seen recently 
any definition of a trading area, but 
I suppose it might be termed as that 
area of land containing either a resi- 
dential or a business population (or 
both) which would trade or buy from 
a store or stores in a given location. 
In fact, that definition should prob- 
ably be refined; it is probably more 
correct to say that it is the area from 
which a store could hope to attract 
all but a small percentage of its retail 
sales. 

At this point I would like to make 
a statement which is deemed to be 
of particular importance. It is this— 
if some of our shopping centers go 
sour in the future, and there is good 
reason to believe that some of them 
will, then the major factor in their 
decline will have been due to the 
over-estimation of the trading area 
from which the stores in these shop- 
ping centers hoped to draw business. 

Newspapers, market research ana- 
lysts and others consistently tend to 
over-estimate trading areas, and they 
probably have their own good reasons 
for making these over-estimates. To 
the man owning a plot of ground at 
a crossroads, an optimistic market 
analysis, of course, will help him to 
attract stores to his prospective shop- 
ping center. 

While the size of the potential mar- 
ket around any given location will 
naturally determine the size of the 
stores which may be established in a 
city or a shopping center, store poli- 


cies also will, on the other hand, 
decide the ultimate size of the under- 
taking, and consequently, the total 
volume of sales required for a suc- 
cessful venture. To illustrate: 
Recently, there was a notice in the 
daily papers that a prominent store 
would establish a branch of 200,000 
square feet. This store would cost, 
let us say, $17 per square foot, or 
$3,400,000; with land, let us say, the 
total cost would be $3,900,000. In 
the 200,000 square foot store men- 
tioned above, one-third of the space 
will be non-selling and two-thirds will 
be selling space. The $3,900,000 oper- 
ation will probably incur the follow- 
ing charges: interest, 5 per cent; de- 
preciation, 2 per cent; taxes, 2 per 
cent; insurance and other costs, one- 
half of 1 per cent—a total of 9/2 per 


cent. These figures may be varied 
but they are used by way of example. 
A charge of 9% per cent on $3,900,- 
000 means $370,500 for annual real 
estate costs. Assuming 3 per cent to 
be a fair amount of rent when based 
on sales, this store will have to do 
an annual volume of $12,350,000, 
or $93 per square foot on selling 
space. (Quite high!) So, the ques- 
tion will be—can this new venture 
draw $12,350,000 annually in trade— 
and plus, to be on the safe side—from 
its prospective area of operation? I 
don’t know—but that is the question 
that must be answered when the 
market is surveyed and lenders put 
out their funds. And wild guesses 
and estimates won’t do either—fact 
after fact will have to be nailed down, 
hard and fast! 





Big Factor in Success: How Should 
Trading Area Be Properly Measured 


It is not only retailers, but invest- 
ment bankers as well, who are most 
interested in the question “How can 
we estimate retail sales volume, or 
sales potentials in any given area?” 
Well, the amount of money that will 
be spent in any locality relies directly 
on 

2»? Population, both as to its num- 
ber and its type 

»»> The income of families and in- 
dividuals, and 

>> The amount of consumer ex- 
penditures which will be available for 
retail sales after the payment of in- 
come taxes, rent or housing costs, 
transportation and communication, 
savings and a few other small minor 
items. 

The total amount of income paid 
to families and individuals is avail- 
able for most areas thru 1950 census 
reports. Families and individuals are 
divided into various groups, say, those 
from $500 to $1,000, $1,500 to $2,000, 
and upward to the group whose indi- 
vidual incomes are above $10,000. 

After this data is obtained, allow- 
ances must be made for understate- 
ments in incomes in census returns, 
the changes in income since 1949, 
the increase or decrease in population 
and type since the census date, and 
for other factors. 

Once the total amount of income is 
known for a given area, the amount 


available for retail sales will generally 
run in the neighborhood of 60 per 
cent, and from this figure, break- 
downs can be made as to the amount 
that will be spent for food, automo- 
biles, men’s, women’s and children’s 
wear, drugs, etc. Naturally, families 
with low incomes spend a higher pro- 
portion for food than do families with 
higher incomes. Moreover, low-in- 
come families have less left to spend 
on shopping goods, too. 

There are various methods of de- 
lineating a trading area. Around the 
spot where a proposed shopping cen- 
ter is contemplated, concentric circles 
are drawn at intervals of one-half 
mile or a mile, extending out to 5, 
10, and in some instances, 25 miles. 
Within these concentric circles then, 
the family and individual income, 
purchasing power, and consumer ex- 
penditures are estimated in the man- 
ner that has been mentioned. While 
the concentric circle method is the 
usual manner of outlining trading 
areas, there is no reason why patterns 
which are eliptical or otherwise in 
shape should not be adopted. For in- 
stance, suppose between two moun- 
tain ranges there is a city, and then 
lying outward to each side of the 
valley there are smaller towns. To 
make measurements of the trading 
area then, there would be an eliptical 

(Continued on page 38) 
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Report to the Members 


1. MIDWESTERN MORTGAGE CONFERENCE 


A great Conference to be held in Chicago, February 24 and 25 is packed with 
benefits for our membership. President Homer Livingston of the American Bankers 
Association will tell how you can use a commercial bank to advantage. Arthur W. 
Viner, Executive Secretary of the National Voluntary Mortgage Credit Extension 
Committee, will tell of its purpose and organizational procedures, followed by a 
lively panel discussion, moderated by our own Vice President, Lindell Peterson, and with such panel par- 
ticipants as Bill Clarke of Philadelphia, James H. Magee, Vice President of John Hancock Mutual Life 
Insurance Company, Ferd Kramer of Chicago, Robert Morgan, and others. Talks by Counsel Neel and 
Consultant Colean, both of Washington, D. C., and many other star speakers on benefit-packed subjects are 
scheduled. Better come and bring as many of your staff as you can let go at one time. And for lenders and 
investors interested in farm lending, the Conference offers an added inducement—our first Farm Mortgage 
Clinic in ten years. It will be February 23, the day before the Conference, and begins with a luncheon fol- 
lowed by an afternoon of panel discussion of current farm lending conditions. Recognized authorities in the 
field will speak. It will prove a profitable experience for farm loan men. Plan to come a day earlier and 





attend. 


2. THE STATE OF THE UNION ADDRESS 


President Eisenhower in his State of the Union Address before the first session of the Eighty-fourth Congress 
mentioned at least two subjects bearing on our business. The first was that Congress should authorize an- 
other 35,000 public housing units a year for the 1956 and 1957 fiscal years. The second was in the Health- 
Welfare category. He suggested “new measures to facilitate construction of needed health facilities and help 
reduce shortages of trained health personnel.” This proposal has already manifested itself in suggested legis- 


lation for mortgage loan insurance for financing medical facilities. 


3. SHOULD WE HAVE U. S. INSURED LOANS FOR MEDICAL FACILITIES? 


Bill HR 7700 was introduced in the House last year by Representative Wolverton and provided for amend- 
ing the Public Health Service Act to include mortgage loan insurance for hospitals and medical facilities, 
Clinics and Nursing Homes.) Representative Wolverton has refiled two versions of this Bill, now desig- 
nated HR 397 and HR 398. The fundamental question to be decided is whether or not it is necessary to 
have Government-insured loans in order to produce additional medical facilities. The proponents of the 
plan believe that there are not sufficient funds on the conventional or free-enterprise basis to produce the 
necessary facilities. The opponents believe that there are and have been sufficient funds for every legiti- 
mate medical project. Many of our members originate and service loans on hospitals, physicians’ offices, 
professional buildings, etc. It has usually been agreed in the mortgage field that there were adquate 
funds for every legitimate medical project. There are always requests to finance unwise projects, made by 
inexperienced applicants, that have not been financed; and for the good of all, they should not have been 
financed, even though the applicants were unhappy about it. The question we shall have to decide is, how 
far are we to go with socialized credit? In- 

dustry is necessary to our economic well 

being. Should industrial loans be insured by 

the Government? Office buildings are needed 

in our economy. Should they be included CCC a 
in the insured-loan category? Perhaps they 


should; on the other hand it is quite possible 
that they should not. WaLLace Moir President 
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SHOWN PAGE 1 








THE MORTGAGE BANKER « February 1955 








How MBA Members 


Evaluate Their Association 


LL too often in our busy world, 
we take for granted those things 
which are closest or most meaningful 
to us. This is true in our personal 
and in 


business world as 
well. Lulled by a 
confidence engen- 
dered of satisfac- 
tory performance 
in the past, we 
lapse into a calm 
acceptance of the 
Status quo, some- 
times failing to 
— heed the advisa- 
bility of a little 
self-inventory. 
Often, too, we fail to take cognizance 
of the indisputable fact that as times 
change we, most assuredly, change 
with them. 


lives the 





George H. Patterson 


Take our own Mortgage Bankers 
Association, for example. Back in 
1931, when I became secretary of the 
Association, our total membership was 
no more than 180; our entire head- 
quarters consisted of one small office, 
staffed by myself and one employee. 
The intervening years have brought 
many changes. Today, our member- 
ship numbers close to 2,100, and 
our headquarters space and staff has 
been expanded correspondingly. Our 
MBA services, too, have multiplied 
many times over to answer the spe- 
cific needs of ever-increasing 


membership. 


our 


Through these busy years of growth 
and expansion, we of the headquar- 
ters staff have held fast to our basic 
aim of serving you—our members—in 
a manner best calculated to match 
your individual and collective needs. 
Admittedly, however, we have never, 
in our 42-year existence, made any 
direct, positive check on the effective- 
ness of our efforts—that is, not until 
recently. 


36 


By GEORGE H. PATTERSON 


MBA Secretary-Treasurer 


In November of last year, aware that 
a little introspection harms no one, 
President Moir decided to check-up 
on ourselves. In effect, he wanted (if 
I might paraphrase Bobbie Burns) 
“to see ourselves as others see us.” 
He wanted to determine if our serv- 
ices to members were accomplishing 
that for which they were designed; 
he wanted to arrive at as true an 
evaluation as possible of these services. 

What better way to accomplish this 
than by asking those best qualified 
to know? And, so, we turned to you, 
our members. To each of you, we 
sent a questionnaire listing 15 of our 
current services. You were asked to 
rate these services, to indicate by 
numerical listing the order of their 
importance to you. Likewise, you 
were invited to send along any com- 
ments, criticism or suggestions which 
might have bearing on MBA services 
or activities. 

Quite naturally, as in all surveys 
of this type, we could not—and did 
not—expect a 100 per cent response. 
It was gratifying, therefore, to receive 
a return ratio of over 40 per cent. 
Of the 2,094 questionnaires sent out, 
842 were returned. 

Not undertaken as a popularity 
contest, this survey was not intended 
to prove or to accentuate unduly the 
popularity of one service over that 
of any other. It was not our aim to 
elevate any one service or group of 
services to “stardom” ranks, leaving 
to the remainder the “supporting 
player” roles. We had no axes to 
grind, no pet theories to prove or 
disprove. 

It was to be expected that not 
every service would be of prime—or 
even equal—significance to all mem- 
bers. Naturally, different members 
utilize different services—in varying 
degrees and for varying reasons. Some 
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members prefer taking part regularly 
in those activities which require their 
personal participation — the annual 
convention, regional clinics, educa- 
tional courses and the like. Others 
rely more consistently on those serv- 
ices which, of themselves, require no 
actual physical participation; they 
favor, primarily, those materials which 
come to them across their desks— 
letters to members, the Washington 
News Letter, our monthly publica- 
tion, and the like. 

In view of these truths, it was re- 
assuring to learn—as an analysis of 
the rating responses did show—that 
each of the MBA services, within its 
Own scope, carries sufficient interest 
and value for an adequately repre- 
sentative number of diversified or- 
ganizations. 

Examination of the complete tabu- 
lated returns reveals the following 
groupings in terms of over-all rank: 


Upper Third 
Letters to Members 
Washington News Letter 
Annual Convention 
The Mortgage Banker 
Mortgage Clinics 


Middle Third 


6. Representation on Committees 
of the Federal Government 

7. Washington Office 

8. Delinquency Survey 

9. 

0 


PP poe 


Roster of Members 
Servicing Manual 


Lower Third 


11. Servicing and Accounting 

12. Book of Mortgage Banking 

13. School of Mortgage Banking, 
Northwestern University 

14. New York University Conference 

15. Western Mortgage Banking 
Seminar 


It is evident, from studying the 
statistical tabulation which accompa- 
nies this report, that—based solely on 
the total number of first-place ratings 
—our Association’s annual conven- 


tion ranks as the top choice among 
members. A total of 311 members 
ranked it No. 1; a grand total of 745 
members, out of the 842 who sub- 
mitted returns, considered it impor- 
tant enough to merit a place among 
their ratings. It was not, however, 
the top over-all vote-getter. 

Three other services of our Asso- 
ciation, though drawing less _first- 
place nods, out-ranked the convention 
in terms of total ratings. Letters to 
members led the field with a total 
rating figure of 816 (of which 239 
were first-place votes). The Wash- 
ington News Letter finished close be- 
hind with 804 ratings (of which 140 
were first-place votes). Third highest 
over-all total of ratings — 760 — was 
gained by THe Mortcace BANKER. 
This particular service, however, fin- 
ished behind the convention in the 
rankings of the upper third. 

It is note-worthy that three of 
the four top-rated services may be 
grouped together under a general clas- 
sification of reading matter. Because 
they do reach the desks of all MBA 
members, these materials automati- 
cally become accessible to all; thus 
they are readily familiar to all. It is 
logical, therefore, that these services 
should rate high, utility-wise, as op- 
posed to those services of a more spe- 
cialized nature. 

Because the total number of upper 
bracket ratings for such specialized 
services as the various regional mort- 
gage schools and seminars was not 


TABULATION OF SERVICE 


841 845 809 751 698 639 568 528 


Item 
No. Activity 1 
1 Annual Convention .......... 311 
2 NYU Conference .........00- 8 
3 The Mortgage Banker......... 49 
4 Western Mortgage Banking 
POE cd kawdn'cnaesesccie 1 
5 Mortgage Clinics ............ 49 
6 Letters to members........... 239 
7 Delinquency Survey .......... 7 
8 Roster of Members........... 10 
9 Representation on Committees of 
Federal Government (FHA 
Advisory, VHMCP, etc.).... 24 
10 School of Mortgage Banking 
(Northwestern) ..........- 3 
11 Washington News Letter...... 140 
12 Book of Mortgage Banking... .. 4 
13. Servicing & Accounting....... 10 
14 Servicing Manual ............ + 
15 Washington Office ........... 36 
895 


too high, it must not be interpreted 
as a criticism of these services. We 
recognize that such services are of 
limited appeal and accessibility, that 
only those members in specific locales 
may conveniently avail themselves of 
them. 

Since this is true, it follows that 
only a relatively limited number of 
members could conscientiously rate 
them as being directly contributory 
to their successful operations. How- 
ever, a random check of individual 
questionnaires does indicate that most 
members find the educational service 
of their own particular geographical 
area of use and benefit to them. A 
substantial majority of our Mid-West- 
ern members recorded a strong in- 
terest in the Northwestern School of 
Mortgage Banking. Eastern members, 
of course, indicated a preference for 
the New York Conference; while the 
Western Seminar, naturally, drew its 
support almost entirely from the West. 
A fair portion of both our East and 
West membership supported the 
Northwestern school. 

Though not receiving individual 
high ratings, these particular services 
did, nevertheless, show an over-all 
broad distribution in the middle ranks; 
reflecting a certain correlation be- 
tween geographical location of ac- 
tivity and intensity of membership. 

The response to servicing and ac- 
counting likewise correlates rather 
closely with the number of companies 
which have had occasion to avail 
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themselves of this service and are, 
therefore, in a position to judge ade- 
quately the extent of its contribution. 

One seeming contradiction bears 
explanation. It will be noted (see 
statistical tabulation) that a vertical 
tabulation of all first-place ratings 
shows a total of 895, a figure slightly 
higher than the total number of re- 
turns — 842. This is because some 
members, in compiling their ratings, 
felt obliged to indicate more than 
one service as deserving of a first- 
place rating. 

The comments, criticism and sug- 
gestions which many members so 
helpfully included with their ques- 
tionnaires, covered a wide range of 
subject matter and provided us with 
some candidly interesting viewpoints. 
All of these are being given our care- 
ful attention. Many of the suggestions 
are very fine, indeed. Individually, they 
present a most convincing picture 
of the infinite variety of diversified 
situations and problems encountered 
each day by our members. Collec- 
tively, they stand as a powerful tes- 
timonial of the deep-rooted, consci- 
entious concern of our members in 
all things related to the over-all bet- 
terment of our Association. We were 
especially pleased with the gratifyingly 
generous number of members who in- 
dicated their willingness and avail- 
ability to participate in Association 
affairs in any way beneficial to the 
membership as a whole. 


We appreciated, too, those com- 
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ments which offered explanations of 
the thinking which motivated your 
rating selections. It was interesting 
to note that while some members con- 
fined their ratings solely to those serv- 
ices with which they are personally 
familiar; others, even though not in- 
dividually acquainted with all serv- 
ices, nevertheless did take cognizance 
of their over-all worth and did rate 
them accordingly. 

We, of your headquarters staff, are 
proud that in effect we have gained 
from you a decisive vote of confi- 
dence. We feel, too, that we have 
benefited tremendously from this sur- 
vey. Assured, now, that our services 
are achieving that for which they are 
designed, we can continue in the pur- 
suit of our duties fortified by the 
stimulus of a renewed confidence in 
the effectiveness of our efforts. Your 
reactions, your opinions, your needs 
will guide us in the work that is ahead. 

As we have grown in the past, we 
shall continue to grow in the future. 
Working together for the common 
good—toward a goal of mutual at- 
tainment—we shall forge ahead. The 
years will bear witness for us as we 
keep pace with the ever-changing, 
ever-expanding needs of our ever- 
dynamic Association. 


THE VHMCP 
(Continued from page 11) 


loans will be referred to this 
program. 


direct 


Now, what is going to be the role 
of savings bankers in this thing? Since 
the entire affair is voluntary, the role 
will be only what they want it to be. 
The National Association of Mutual 
Savings Banks’ 527 institutions have 
received a bulletin with a question- 
naire covering the matter. Two hun- 
dred and eighty have replied, a pretty 
good return. One hundred and 
seventy-nine have answered in the 
affirmative. This is a good start, good 
only for a start—some 30 per cent. 
More will clearly participate as the 
value of the program becomes better 
understood. Those who are now en- 
gaged in out-of-state lending are in a 
position to be of immediate assist- 
ance by the single device of assigning 
a small portion, say 2 or 3 per cent, 
of their total out-of-state current pur- 
chase funds to mortgage acquisition 
under the program, that is, through 
their regular servicing contractors, 


and nothing more than that is con- 
templated. 

Those who do not lend out of state 
can clearly be of assistance in a small 
way in most of their own communi- 
ties in the-minority housing field. 

The larger life insurance compa- 
nies are determined to make this 
thing work. They have funds to do 
the job. They are privately ear-mark- 
ing funds to be sure that it will work. 
They visualize a direct lending pro- 
gram on the part of the government 
to the tune of $100 million to $125 
million a year can be taken care of 
by the private lenders; and the pre- 
liminary schedules which I have seen 
of their participation clearly indicate 
that with the assistance of some of 
the savings banks, all 48 states will 
be covered. Obviously, the states of 
the northeast section of the country 
need little by way of coverage. 

The savings banks have much to 
gain by joining with them in this 
private industry attempt to cut down 
to size the direct lending program of 
the government and to make this vol- 
untary program a success. 


SHOPPING CENTERS 

(Continued from page 33) 
area rather than circular. However, 
it is believed that when other than 
the concentric circle method is used, 
the reasons should be succinctly 
stated. After all, it is not only moun- 
tains and topographical patterns that 
can affect the form which trading 
areas will take. The pattern of roads 
and highways and transportation is 

certainly of prime importance. 
One other point: The establish- 
ment of sales potentials within a pre- 
scribed area, or to use another term, 
the area of radius draw—will cer- 
tainly not give the retailer the answer 
to the volume of business he will do. 
If the location is a new shopping 
center on the outskirts of the city, the 
central city is certainly going to give 
him a battle for every sales dollar 
that he can take in. While it is pos- 
sible to measure sales potentials for 
any given area by going thru the 
process that has been mentioned, the 
final payoff of any forecast or survey 
that is made will only come through 
the knowledge of how much of the 
sales dollars in a given area will be 
spent in the particular location in 
question. A proper forecast will re- 
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quire a study of all the other shop- 
ping locations within or near the 
trading area of a proposed new store 
or center because if a new shopping 
center cannot compete successfully 
with the older locations, then no 
matter what the sales potential may 
be, the center or store will fail. 

The in-city merchants all over the 
country are having their troubles 
these days, and are going to have 
more in the future. The recent clos- 
ing of such stores as Wanamaker’s, 
McCreery’s and Loeser’s in the New 
York area is no accident. During a 
period of years, the Boston Store in 
Chicago closed; in Philadelphia, Frank 
& Seder; in Boston, Houghton & 
Dutton; and in Hartford, Wise-Smith 
& Co. recently closed its doors. 

However, the increasing and highly- 
dynamic population of this country, 
while creating problems, nevertheless 
offers to the retailer and the investor 
many opportunities for successful 
profit. 

The downtown retail areas of the 
nation have had a long history and 
experience with success and even fail- 
ure, too. Most of the outlying new 
stores have not had any such experi- 
ence. Therefore, the great suburban 
market of this nation must be studied 
and restudied again and again if the 
margin of risk is to be diminished, 
and branch operation is to become 
safe and prosperous. 


A Permanent Binder 


. .. to keep your 
MBA services for 
ready reference 


You can secure this conven- 
ient, imitation leather, loose 
leaf binder to keep all the 
services you receive from 
the MBA Chicago and Wash- 
ington offices (except The 
Mortgage Banker) for quick 
handy reference. With your 
firm name printed in gold 
letters the charge is only 


$5 
Order from 
Mortgage Bankers 
Association of America 
111 West Washington Street 
Chicago, Illinois 





Detroit MBA Observes 25thAnniversary 





Detroit MBA observed its 25th an- 
niversary at its annual banquet by 
having nineteen of the twenty-three 
living past presidents seated at the 
speakers’ table. 

Andrew L. Malott, president, the 
Greater Detroit Mortgage Company, 
and the organization’s charter presi- 
dent, told the more than 200 present 
members of the Association of the or- 
ganization steps which followed™ a 
chance meeting of four mortgage 
bankers on a Detroit street corner. In 
1929, he said, enough obstacles, in- 
cluding a lack of interest in the proj- 
ect on the part of the commercial 
banks, had been overcome to set the 
organization up so solidly that it un- 


Joseph Gorson Heads 
Philadelphia MBA 


Joseph N. Gorson, president, Fi- 
delity Bond & Mortgage Co., has 
been elected president of Philadelphia 
MBA and H. Bruce Thompson, presi- 
dent, Colonial Mortgage Co., has been 
elected vice president. William K. 
Brandt, vice president and secretary, 
Wyoming Bank & Trust Co., Phila- 
delphia, has been elected treasurer 
and David Bloom, manager, mort- 
gage department, Jackson Cross Co., 
has been elected secretary. 

Members of the board of governors 
elected for terms expiring in 1955 are 
William H. McLean, Harry C. Smith, 
Maurice F. Townsend and Philip 
Zinman. 


dertook immediately to become host 
to the convention of the Mortgage 
Bankers Association of America. 

Dr. Alfred Haake, General Motors 
consultant, was the banquet speaker. 
He anticipated an early and extensive 
growth of two-home families. Above 
are the officers and board: seated, left 
to right, William J. Stepek, vice-presi- 
dent, Robert J. Hutton, president and 
R. George Ransford, secretary-trea- 
surer. Standing: left to right, John 
W. Matson, Robert A. Taggart, 1954 
president, Robert H. Pease, J. A. Sny- 
der, Stuart B. Micklethwaite, and 
Homer B. Wells. Matson, Pease and 
Wells were just elected to 3-year 
terms. 
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Texas MBA Meeting 
Galveston April 27-29 


Texas MBA will hold its 39th an- 
nual convention at the Galvez Hotel 
in Galveston April 27 to 29, G. R. 
Swantner, president, announced. 

Formal invitations for the meeting 
will be sent around March | when 
those planning to attend will have an 
opportunity to request the hotel ac- 
commodations they wish. 


William Behrend New 
Head Pittsburgh MBA 


William Behrend, of the Pittsburgh 
Mortgage Corp., has been elected 
president of the Pittsburgh MBA. 
Other officers elected were Elmer 
Striepeke, manager, mortgage depart- 
ment, Commonwealth Trust Co., vice 
president, and J. Paul Krome, assist- 
ant vice president, Provident Trust 
Co., secretary and treasurer. 


New Members in MBA 


LOUISIANA, New Orleans: Home Mort- 
gage & Investment Corporation, An- 
thony Chimento, manager 

NEBRASKA, Omaha: Conservative Bond 
and Mortgage Co., Howard L. Heinisch, 
vice president 

NEW YORK, New York: Colonial Group, 
Inc., Edgar J. Hecht, president; 
Thacher, Proffitt, Prizer, Crawley & 
Wood, John W. Wheeler 

NORTH CAROLINA, Charlotte: Bank of 
Charlotte, J. W. Horne, vice president 

PENNSYLVANIA, Jenkintown: Jenkin- 
town Bank and Trust Company, Philip 
T. Ries, manager, real estate depart- 
ment 





| 


HIGH-CALIBER EXECUTIVE 


Nationally-known mortgage banking house, with head- 


quarters in large city, is seeking a top-grade executive with 


capacity for negotiating large conventional loans and 
thorough knowledge of FHA, VA and construction-payout 


departments. 


Attractive salary; bonus, insurance and other benefits. 
Please reply in full detail; your letter will be held in strict 
confidence. Members of our organization have been advised 


of this advertisement. Write Box 321. 
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Trends in 1955 Mortgage Business 
Can Be Gauged At Chicago Meeting 


Highlighting the forthcoming MBA 
Midwestern Mortgage Conference in 
Chicago February 24-25, at the Con- 
rad Hilton Hotel, will be two topics 
of current interest to all members: 


“The Voluntary Home Mortgage 
Credit Program Its Purpose and 
Organizational Procedures” by Ar- 
thur W. Viner, executive secretary, 
National Voluntary Mortgage Credit 
Extension Committee, Washington, 


D.C. 


“Urban Redevelopment and Reha- 
bilitation Is a Fertile Field in Which 
Your Firm Can Operate” will be the 
subject of an address by Dr. R. B. 
Stewart, vice president and treasurer, 
Purdue University, West Lafayette, 
Indiana. 

Dr. Stewart’s talk will deal with 
the overall field of urban redevelop- 
ment and rehabilitation, as affected 
by Sections 220 and 221 of the 1954 
Housing Act. His analysis will ex- 
plain the advantages, for greater serv- 
ice and profit, which MBA members 
may now expect under the current 
Act. 


Mr. Viner, in his address, will at- 
tempt to answer the question, upper- 
most in many members’ minds, of 
whether or not the VHMCP will 
offer MBA members any new oppor- 
tunities. Mr. Viner will participate 
also in a panel discussion dealing 
with the operation and progress of 
the VHMCP. He will be joined on 
the panel by William A. Clarke, past 
president of MBA, president, W. A. 
Clarke Mortgage Company, Phila- 
delphia; Robert M. Morgan, vice 
president, The Boston Five Cents 
Savings Bank, Boston; James H. 
Magee, vice president, John Hancock 
Mutual Life Insurance Company, 
Boston. 


Lindell Peterson, MBA vice presi- 
dent, president, Chicago Mortgage 
Investment Company, will serve as 
moderator for the panel group. 


Wallace Moir, MBA president, 
president, Wallace Moir Company, 
Beverly Hills, California, will deliver 
the opening address of the Confer- 
ence. He will speak on “What’s Be- 





hind the Latest Mortgage News?” 


Among other featured speakers will 
be Homer Livingston, president, 
American Bankers Association, presi- 
dent, The First National Bank of 
Chicago; and George H. Doven- 
muehle, chairman, MBA Insurance 
Committee, president, Dovenmuehle, 
Inc., Chicago. Mr. Livingston will 
discuss “How You Can Use a Com- 
mercial Bank to Advantage.” The 
subject of Mr. Dovenmuehle’s address 
will be “It Is in the Public Interest 
for Mortgage Bankers to Write In- 
surance.” 


A panel discussion, “Why Servic- 
ing Is the Backbone of Your Busi- 
ness—and Ways to Do It Better” will 
be moderated by W. James Metz, 
MBA Director of Accounting and 
Servicing. Panel participants will in- 
clude: Fred K. Cordes, vice president, 
The Bowery Savings Bank, New 
York; Frank A. Rees, city mortgage 
manager, John Hancock Mutual Life 
Insurance Company, Boston; Joe Jack 
Merriman, vice president, Merriman 
Mortgage Company, Kansas City, 
Missouri; and W. C. Rainford, presi- 
dent, Mercantile Mortgage Company, 
Granite City, Illinois. 


Also, there will be a series of talks 
devoted to the various phases of the 


Frederick P. Champ Walter Nelson 





W. A. Clarke 


A. L. Bartlett 
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MBA educational and research pro- 
gram. Walter C. Nelson, chairman, 
MBA Educational Committee, presi- 
dent, Eberhardt Company, Minneap- 
olis, will speak on “How You Can 
Use Our Educational Program to 
Profit.” Byron T. Shutz, member, 
MBA Trust Fund Committee, presi- 
dent, Herbert V. Jones & Company, 
Kansas City, Missouri, will deal with 
the topic, “How the Research and 
Educational Trust Fund Can Benefit 
Your Business.” Still another topic 
will be “How the MBA Research 
Program for 1955 Is Designed to Aid 
You.” The speaker will be Robert 
H. Pease, chairman, MBA Research 
Committee, president, Detroit Mort- 
gage and Realty Company, Detroit. 

Other speakers and their subjects 
will be Dale M. Thompson, president, 
City Bond & Mortgage Company, 
Kansas City, Missouri — “Conven- 
tional Loans—The Mortgage Bankers 
Salvation”; Miles L. Colean, housing 
consultant, Washington, D. C. — 
“Your Stake in the Pension Fund 
Mortgage Market”; Samuel E. Neel, 
MBA general counsel, Washington, 
D. C.— “What You Should Know 
About Mortgage Trends in Washing- 


ton. 


Howard E. Green, vice chairman, 
MBA Clinic Committee, president, 
Great Lakes Mortgage Corporation, 
Chicago, will preside as general chair- 
man of the Conference. John F. 
Austin, Jr., Houston is chairman of 
the Clinic Committee arranging the 


program. 





Dale M. Thompson F. K. Cordes 





W. James Metz 


John F. Austin, Jr. 
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Advance registration cards and 
hotel reservation cards have been sent 
to all members. These cards should 
be processed promptly. Advance reg- 
istration closes February 17. 


>> A POINT OF VIEW (that of 
Ralph Crosby, former U. 5. Savings 
& Loan League president, speaking to 
the NAHB): 

Because of the Housing Act of 
1954, there is increasing concern 
among many in the savings and loan 
field over the state of the home credit 
situation. We think credit is probably 
too easy in many sections of the coun- 
try; we fear it will become even easier 

- and quite inflationary — in the 
months ahead as the impact of the 
Act begins to be felt. According to 
bureau of labor statistics, the volume 
of new housing starts in November 
was at an annual rate of 1,385,000; 
and if an annual rate comparable to 
November continues into the Spring 
building season, private starts in the 
first half of 1955 will approach 700,- 
000 or about 25 per cent higher than 
a year ago. 

If there should be an inflationary 
tinge to this building upsurge, as there. 
was in 1950, I believe that something 
will be done about it. That “some- 
thing” will be the active intervention 
by the federal government to restrict 
the flow of home credit, notably on 
FHA loans, probably by giving the 
Administration the authority to ad- 
just downpayment requirements and 
maturity requirements. In other 
words, credit for home building will 
once again become a political football. 

Many of us have grown weary of 
this perennial tug-of-war. We think 
we have a remedy for it. This is for 
builders to use the conventional loan 
program more widely. Many builders 
have used it extensively with great 
profit to themselves and their organi- 
zations because they have found it 
aids sales, is easier and speedier to 
process, and leaves much more room 
for negotiation between the builder 
and home financing institution. 

What concerns us is that, as a re- 
sult of the competition of the gov- 
ernment-insured and guaranteed 
mortgage programs, the role of the 
conventional loan in new construction 
is rapidly being reduced. In 1953, 61 
per cent of the new residential con- 
struction was financed by conven- 


Farm Clinic, First For MBA in 10 
Years, Precedes Chicago Meeting 


For the first time in more than a 
decade, the MBA Farm Loan Com- 
mittee will conduct, in conjunction 
with the annual MBA Midwestern 
Mortgage Conference, a special lunch- 
eon and Farm Loan Clinic meeting 
for members interested in farm lend- 
ing. It will be held at the Conrad 
Hilton Hotel, Chicago, on February 
23, the day preceding the Confer- 
ence’s regular opening session. 

Following the luncheon, there will 
be a series of several addresses, after 
which the speakers will sit as a panel 
for a discussion meeting. 

Participating in this program will 
be Dr. William G. Murray, professor 
of economics and sociology, lowa 
State College, Ames, Iowa; Harold 
W. Anway, manager of farm mort- 
gages, Mutual Life Insurance Com- 
pany, New York; Paul Mann, presi- 


dent, The Paul Mann Farm Mortgage 
Company, Wichita, Kansas. 


Dr. Murray will speak on the dual 
subject of “The Present Farm Mort- 
gage Market” and “What is the Fu- 
ture for the Farm Mortgage Lender.” 
The topic of Mr. Anway’s address 
will be: “Our Experience in Farm 
Loan Lending.” 


“Why Our Company Prefers the 
Correspondent System,” will be the 
subject of another speaker to be an- 
nounced. 

Frederick P. Champ, president, 
Utah Mortgage Loan Corporation, 
Logan, Utah, will serve as panel 
moderator. Albert L. Bartlett, Jr., 
chairman, Farm Loan Committee, 
vice president, Bartlett Mortgage 
Company, St. Joseph, Missouri, will 
preside over this special clinic session. 





>> INDUSTRIAL LOANS: Gener- 
ally good market conditions for loans 
on industrial and other business prop- 
erties continue to prevail throughout 
the nation, says the Mortgage Coun- 
cil. 

“The credit market is strong largely 
because business and the economy 
are strong,” Oliver Walker, chairman, 
said. “Lenders observe that employ- 
ment, production, income, and spend- 
ing are high, and that savings are 
sound. They feel secure in making 
loans under these conditions. 

“This security may be seen in the 
general availability of funds for loans 
on business properties and at fair in- 
terest rates. 


tional loans; in 1954, this dropped to 
53 per cent—the lowest ratio of any 
year since World War II. In 1955, 
this ratio will be even lower. 

The decline of conventional financ- 
ing for new construction should be 
equally sobering news to home 
builders; so far as we can see, putting 
the home mortgage business and the 
home building industry so much in 
hock to Uncle Sam hardly seems to 
be smart business. There is no harm 
in repeating the modern truth that 
wherever there is federal aid, there 
is also federal control. 


“In most sections of the country, 
predominant interest rate on com- 
mercial or industrial property with 
national credit ‘tenants’ is 42 per 
cent or less. About one-half the areas 
find 5 per cent and lower rates pre- 
vailing for local credit leases. Some 
members of the Mortgage Council 
still report rates between 5 and 6 per 
cent in isolated communities.” 

A compilation of reports from 
Council members in all regions of the 
country showed: 


>> Borrowers offering as security 
warehouses or industrial plants with 
national credit leases are finding that 
loan money is available in “ample” or 
“moderate” amounts in nine of ten 
areas, while those offering as security 
plants with local leases find loan 
money similarly available in seven of 
ten cases. 


>> Mortgage money for commercial 
properties in secondary locations con- 
tinued to be somewhat scarcer and at 
slightly higher rates than that for 
top-location property. 

>> As was found in the current resi- 
dential mortgage money survey, loans 
on commercial property are more 
easily obtainable, and at slightly bet- 
ter rates, in cities of 50,000 and more, 
than they are in smaller communities. 
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If You Have a Servicing Problem, 


Here’s How to Find the Answer 


By L. C. FORTH 


Mortgage Office Inspector, Mortgage Department, 
Sun Life Assurance Company of Canada, Montreal 


HERE’S almost no one in the 

mortgage business today, whether 
in the lending side or the investing, 
who has not come to the realization 
that servicing is one of the most im- 
portant facets of 
the business. For 
many, in recent 
periods of the 
past, a successful 
servicing opera- 
tion has meant 
the difference be- 
tween a good 
profit and a fair 
one and for some 
even the differ- 
ence between profit and loss. As 
mortgage volume has grown, so have 
servicing problems. Few in the busi- 
ness have the overall knowledge and 
experience to solve immediately all 
the various problems that arise. But 
now, for the first time, the industry 
has an authoritative and comprehen- 
sive reference to consult. 





L. C. Forth 


I’m referring to the recent publica- 
tion of our Association, “Mortgage 
Servicing” by William I. De Huszar. 
rhis book outlines the principles and 
practices of mortgage servicing to 
guide us in our efforts to provide the 
best possible operating conditions and 
servicing practices. 

With the expansion of the mort- 
gage business over the last few years, 
it is no wonder that the problems en- 
countered have multiplied. Little 
problems that we met and solved by 
various makeshift remedies have 
grown into giants that overshadow 
our past efforts. Much has been ac- 
complished by individual companies 


but the combined experience has not 
been available to all, with the result 
that much time and effort have been 
lost. 

This book describes most of the 
procedures and practices that have 
been developed over the last decade. 
Some of them are still in the experi- 
mental stages but most of them have 
been tried and have stood the test of 
time. If you have reached the stage 
where you feel that your servicing 
practices require overhauling, this 
book will be valuable as a guide. 

Although written primarily for the 
use of servicing managers and their 
staffs, it is also a valuable guide to 
management and for those in the 
investor organizations responsible for 
the general servicing policies of their 
companies. Much of the confusion 
that exists in the routine handling of 
collection reports, hazard insurance 
losses and other matters is often due 
to the varied and conflicting require- 
ments of the investors. Some of the 
suggestions offered in this book could 
very well be implemented by in- 
vestors. 

The book opens with an outline of 
the essentials of good servicing and 
the functions of the servicing depart- 
ment. From this it leads into the or- 
ganization of such a department and 
the staff requirements. It touches on 
investor-servicer relations and offers 
suggestions to both parties. 

The next chapter analyzes the serv- 
icing manager’s job and the nature 
of the problems he is called upon to 
solve, gives descriptions and sug- 
gested cures for some common prob- 
lems and recommendations as to the 
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proper approach to the responsibili- 
ties inherent in the manager’s job. 

Management is then offered some 
good advice in establishing personnel 
policies and the selection of a compe- 
tent staff. This chapter (Chapter 3) 
assesses the qualifications required by 
the servicing manager and the duties 
he is expected to assume. It recom- 
mends the preparation of job stand- 
ards and descriptions as an aid to 
employees, discusses training methods 
and other matters pertaining to the 
handling of personnel. It offers the 
servicing manager a set of principles 
which, if adhered to, will be reflected 
in the overall servicing operations. 

The second part of the book covers 
the organization and operations of 
the five main sections of the servicing 
department. It first goes into the 
inner workings of the cashier depart- 
ment, presenting various proven 
methods for the efficient handling of 
this work by companies of various 
sizes. The advantages and disadvan- 
tages of four methods of handling 
collections are given, types of records 
used and the methods of depositing 
daily receipts are discussed. The 
chapter sums up the author’s opinion 
of the various methods and records; 
and although you may not agree with 
his conclusions, a reading of this 
chapter may help evaluate your own 
system in the light of the experience 
of others. 

The next department described is 
the accounting. This chapter contains 
excellent descriptions of various man- 
ual and mechanical posting methods 
now in use. Various systems of re- 
porting, including the much-discussed 
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Single Debit system, are thoroughly 
explored and recommendations made 
as to their value to various size com- 
panies. 

The organization and operational 
procedures of the collection depart- 
ment are reviewed, and ideas pre- 
sented as an aid to the establishment 
of good collection practices. Although 
delinquent accounts may not offer 
much of a problem today, a good col- 
lection system cannot be built up 
overnight. This chapter emphasizes 
the necessity of long-range planning, 
development of efficient techniques 
and good follow-up records. 

The insurance department’s place 
in the servicing organization is dis- 
cussed under five headings—writing 
and renewing policies, preparing and 
maintaining records, safekeeping and 
checking policies, reporting insurance 
losses, and paying insurance bills. It 
evaluates the various systems now in 
use and includes recommendations to 
both servicer and investor for work 
savings. 

The tax department is the last of 
the servicing departments covered. 
Here are many suggestions and rec- 
ommendations for more efficient han- 
dling of tax payments, verification 
that taxes have been paid by bor- 
rowers, and a discussion of the han- 
dling of tax receipts and certifications 
to investors. 

The third part of the book covers 
recent developments in statistical and 
cost accounting records, customer re- 
lations and internal controls. Chap- 
ter 9 tells how management can use 
statistics to evaluate the progress of 
the company. It deals exhaustively 
with the nature and need for cost ac- 
counting records. Both these records 
are essential if management is to in- 
telligently plan for the future. If you 
are not already using either or both 
of these tools it will be most worth 
while studying this chapter. 

The mortgage business requires the 
good-will of the customer just as 
much as any other business. This 
good-will can easily be lost; the next 
chapter outlines the various pitfalls 
that create poor customer relations. 
It tells how to avoid such pitfalls and 
contains many useful suggestions on 
how to win friends for the company. 
This is a chapter for every member 
of your staff to read. 

The final chapter appropriately 
covers coordination and controls. The 


many varied and complex operations 
handled by a mortgage company re- 
quire a high degree of coordination 
so that the entire organization will 
function as one. In this chapter are 
suggested methods and recommended 
types of reports, liaison methods and 
other data to aid in obtaining effec- 
tive coordination with all depart- 
ments. The chapter concludes with a 
description of various internal con- 
trols. It describes what internal con- 
trol can and will do for you, why it 
is needed and who should exercise 
such control. 

In addition to the subject matter 
covered by this book, ample reference 
material is included which will be 
found very helpful as a guide to col- 
lateral reading. There is also an ap- 
pendix which gives an example of an 
information booklet issued to mort- 
gagors. 

This article must, of necessity, be 
brief and has not covered many of 
the important subjects discussed in 
the book. It was my privilege to read 
this book in draft form and to offer 
some suggestions and criticisms of the 
subject matter used. In doing so I 
had every opportunity to weigh the 
importance of this book to the mort- 
gage industry and I can recommend 
it as highly valuable. 


>> FHA, LANDLORD: FHA held 
title to 11,614 dwelling units on De- 
cember 16, compared to 9,620 a year 
earlier. From November 15 through 
December 14, FHA took title to 651 
units and sold 184. Of dwelling units 
in the current inventory, 7,744, or 
more than half, were acquired under 
Section 608. Only 688 units of one- 
to-four-family homes are included in 
the inventory. Millitary and defense 
housing and other rental housing pro- 
grams account for the remainder of 
the total. 


>> POINT OF VIEW (that of John J. 
O’Brien, President, Prefabricated Home 
Manufacturers Institute, speaking to 
NAHB): In each year beginning with 
1948, use of prefabricated panels in home 
construction has steadily increased and 
prefabricated homes have accounted for a 
steadily growing percentage of homes 
built. In 1954, more than 7 single-family 
homes in every 100 were prefabricated. 
In 1955, production should easily reach 
100,000 units or 10 per cent of all non- 
farm, single-family dwellings. In ten years, 
practically all homes priced under $12,000 
will be prefabricated. Why? Because the 
public can’t afford the inefficiency and 
wastefulness of old-style house construction 
methods. 


You Can 
Profitably Use 
MBA's New 


PERSONAL 
FINANCIAL 
STATEMENT 


Developed by the MBA Con- 
ventional Loan Committee, 
this new standard Personal 
Financial Statement form 
will enable you to get all 
the information you need 
about the credit status of 
your loan applicant. Write 
the national office for a 
sample copy or order a sup- 


ply now in pads of 100 


each— 


Pad of 100—$2.50 
1,000 Forms—$19 


Price includes imprinting 
your firm name and address. 
Order from the Mortgage 
Bankers Association of 
America, 111 West Washing- 
ton Street, Chicago 2, Ill. Use 
coupon below. 


Mortage Bankers Association 
of America 


111 West Washington St., 

Chicago 2, Ill. 

Please send_____pads of your Per- 
sonal Financial Statement Forms. 


Bill me Check enclosed____ 


PN ci ceesitiits 





RR TER 


City-State___ 
By_ 
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T. Bertram King, who has guided 
successfully the Veterans Administra- 
tion’s lending programs for housing 
and business, has resigned to become 
vice president of the National Homes 
Acceptance Corp. 

r. J. Sweeney, assistant to Mr. 
King, has become acting assistant 
deputy director in charge of the VA’s 
GI Loan guaranty program. 

Mr. King was at one time with 
the National City Bank of New York 
and the New York Life Insurance 
Co. before joining the VA as a legal 
consultant in 1945. 

Greenebaum Mortgage Company, 
Chicago, one of the oldest in the 
is this year celebrating its 
100th anniversary. Stephen G. Cohn 
is president . . . Paul F. Clark, presi- 
John Hancock Mutual Life In- 
surance Company, has been named 
chairman of finance for the Commit- 
tee for Economic Development. 

J. Mack Holland, Sr., associated 
with the North Carolina state office 
of FHA for the past fourteen years, 
has joined the Bank of Charlotte in 
North Carolina in its real estate mort- 
gage department. During his FHA 
service he valuator, subdivision 
and later chief valuator. 


country, 


dent, 


was 


valuator 


Lloyd Bell has been promoted to 
assistant cashier by the Rapides Bank 
& Trust Co. in Alexandria, Louisi- 
ana. He started with the institution 
as mortgage loan field representative 
and was promoted to loan supervisor 
in the loan department in 
1952. 


mortgage 


Cleveland now has the largest mort- 
gage in Ohio with the re- 
cent purchase of Allied Mortgages, 
Inc. by Jay F. Zook, Inc. The trans- 
action was completed with Norman 
R. Lloyd, MBA board mem- 
ber and president of Allied, who is 
health, and 
late hus- 


Lloyd’s. 


a mortgage 


company 


former 


retiring because of ill 
Mrs. H. C. Bacon, 


band was a partner of Mr. 


Ww he ye 


lhe Zook firm services 


portfolio of nearly $46,000,000 for 14 
life companies and eastern savings 


banks. Allied services nearly $43,000,- 
000 for 18 life companies and eastern 
banks. For the present, the two com- 
panies will be operated in their indi- 
offices until larger quarters, 
consolidation, are avail- 
Lloyd plans to move to 


vidual 
suitable for 
able. Mr. 
Florida. 

Richard B. Zook is associated with 
Jay F. Zook, Inc. and William T. 
Doyle is vice president and Donald 
A. Luff is general manager. 

Charles P. Besancon has been 
named vice president of National 
Bank of Detroit in the mortgage 
department here’s a fact which 
not every MBA member knows: the 
Association has 24 members outside 
the Continental U. S., 10 in Canada, 
7 in Hawaii, 5 in Puerto Rico as well 
as members in Cuba and San Salva- 
dor. 

Directors of Kansas City Title In- 
surance Company, upon the recom- 
mendation of Edward J. Eisenman, 
president for the past 17 years, elected 
William M. McAdams, president and 
Mr. Eisenman chairman of the board. 
John P. Turner, a vice president since 
1946, was elected executive vice pres- 
ident. 

Mr. McAdams joined Kansas City 
Title as vice president in January, 
1949, after resigning his post as presi- 
dent of Missouri Abstract and Title 
Insurance Company with which he 
had been associated for some 30 
years. Mr. McAdams’ former 
pany was purchased by Kansas City 
Title in July, last year. 


com- 


recently celebrated 
his fiftieth year with the nationally- 
known title company, having joined 
its parent organization as an office 
boy in 1904. The succession of pro- 
motions which followed were culmin- 
ated by his election to the presidency 
of the firm in 1938. Mr. Eisenman 
plans to remain active in the com- 


Mr. Eisenman 


pany’s activities. 
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PERSONNEL 


In answering advertisements in this column, 
address letters to box aumber shown in care of 
the Mortgage Association #. — 
Lll West Washington Street, Chicago Illinois. 











Life Insurance Company in Middle West 
offers unusual opportunity for qualified 
mortgage man experienced in appraising, 
processing, servicing loans of all types. 
Must be able to make decisions and ac- 
cept responsibility. Age 30-40. College 
background. Must be willing to travel and 
take up residence in home office city. 
Compensation to $10,000 plus travel ex- 
penses and fringe benefits. Send com- 
plete résumé of experience and education 
to Box 320. 


Opportunity for young man with ex- 
perience in FHA and VA loans to become 
associated with large established mortgage 
company, representing major institutional 
lenders. Write to Lon Worth Crow Com- 
pany, 55 S. W. 8th Street, Miami, Florida. 

Available—Field man with extensive in- 
stitutional experience mortgage appraisals, 
negotiation and servicing, covering princi- 
pal cities North Central states; some legal 
background. Desires connection with pro- 
gressive correspondent or institution. Write 
Box 322. 


EXECUTIVE 

One of the fastest growing Mortgage 
Investment Companies in the Southwest has 
immediate need of experienced executive. 

Required Qualifications 

1. Executive experience in mortgage bank- 
ing. 

2. Experience and ability to negotiate loan 
commitments with investors. 

3. Ability to deal with builders. 

4. Specific knowledge as to operation of 
the mortgage money market. 

5. Must be mature and personable. 

Salary open. All inquiries confidential. 
Please furnish a recent photograph, to- 
gether with personal data and details expe- 
rience and education. Write Box 323. 


MORTGAGE SERVICING MAN 
AVAILABLE 
44 years old with 20 years in servicing de- 
partment of Institutional Investor. Last 
5 years traveling as Correspondent Auditor. 
Would like position with Far West or 
South West Correspondent. Write Box 324. 


Progressive, rapidly expanding company 
offers to right man a career in mortgage 
banking. If you are not yet thirty, if you 
are above average, and if you would like 
to locate in sunny South Florida, write to 
Box 325. 

Officer with eastern savings 
bank in charge of servicing portfolio of 
more than one hundred million dollars, 
thoroughly familiar processing FHA and 
GI mortgages, legal requirements and all 





Available: 


servicing procedure. Write in confidence 
to Box 326. 
This column is the national market 


place for mortgage personnel. If you have 
a staff problem of any kind, your classified 
advertisement here will be read by the 
people you want to reach. Cost is 25c per 
word and all replies are handled in the 
strictest confidence. Address Advertising 
Department, The Mortgage Banker, 111 
West Washington Street, Chicago 2, III. 
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Q). Is my servicing as profitable 


as it could be? 


A. Find out by carefully consid- 


ering every operation. The 
easy way to do that is read— 


MORTGAGE SERVICING 


By WILLIAM I. DE HUSZAR 


> It covers everything in servicing, every method of han- 
dling every operation. Where possible, it makes recom- 
mendations of procedures to follow and how to handle 
each one. 


> It’s for anyone and everyone in the mortgage industry. 
Executive personnel ought to be familiar with this broad 
picture of mortgage servicing today. For staff members in 
every department, Mortgage Servicing is must reading. 


> Here, in one volume, is told the entire story of servicing. 
All of the innovations in this field in recent years are ex- 
plained. You can use it as a reliable guide and reference 
to anything you want to know about servicing. 


» Every MBA member ought to have one or more copies of 
Mortgage Servicing. Secure several copies and make a 
point of having all staff members read it. 


>» You can profit from Mortgage Servicing because it will 
give you the information you need to improve your servic- 
ing operation. 


>» Order now from the first printing. Use the coupon below. 


$5 a copy 


MORTGAGE BANKERS ASSOCIATION OF AMERICA 
111 West Washington Street, Chicago 2, Il. 











Send me copy (ies) of Mortgage Servicing from the first print- 
ing. My check for $5 a copy is enclosed ________. Bill me 

Name 

Firm 

Ee ee ee oe eee 





City and State__ SE ee wala PPS LENE ‘sie 














blueprint for a 
sound mortgage 


A good builder demands an accurate blueprint before undertaking 
any project. Title insurance offers “blueprint” guidance in 
determining the soundness of any title to real estate. 


For more than 40 years, we’ve been “blueprinting” sound real estate 
transactions for mortgage bankers, life insurance companies, lawyers, 
builders and developers . . . from Florida to Alaska, from the Atlantic 

to the Far West. Our success is the measure of our accuracy. 


We’ve developed a thorough working knowledge of lenders’ 
requirements. When we write a Policy of Title Insurance, it not only 
protects against title loss, but facilitates sale and transfer of 

real estate and real estate mortgages. 


Escrow services are furnished by our Home Office and by all of our 
issuing agents. If you’re looking for reliability, you’re invited to 
make an inquiry. We’ll be glad to send you our financial statement 
and a list of our issuing agents—upon request to our 

Home Office or any branch office. 


Aansas City ffi 


AIMWHCE 


Capital, Surplus and Reserves exceed $3,000,000.00 
Title Building 112 East Tenth Street Kansas City 6, Missouri 


BRANCH OFFICES: 

Baltimore, Maryland—21!0 North Calvert 

Little Rock, Arkansas—21!4 Louisiana Street 

Nashville, Tennessee—S.W. Cor. 3rd and Union Streets 

Memphis, Tennessee—! 141 Sterick Building 
The company is Licensed in the following Stotes: Alabome, Arkansas, Colorado, Delowore, 
Florida, Georgia, Indiene, Kansas, Lovisiana, Maryland, Mississippi, Missouri, Montana, 
Nebraska, No. Caroline, So. Caroline, Tennessee, Texas, Utoh, Virginia, Wisconsin, Wyoming and 
in the Dist. of Columbie and Territory of Aloske. 


Approved attorneys throughout states 
Issuing Agents in most principal cities. 








